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may we send you these brochures 
on our market research services 


You may have these brochures by writing Gould, Gleiss & Benn, 
Inc. There is no obligation, of course. 


1. A NEW CONCEPT IN MARKETING RESEARCH 


This brochure tells how G.G.&B. operates . . . just what 
they can do for a client. It lists their executives and de- 
scribes their backgrounds in the field of market research. 
It will show you why G.G.&B. is qualified to do market 
research for you. 


2. THE TEST MARKET 


This brochure explains what a G.G.&B. Test Market is. 
What it accomplishes. When it is needed. Where Test 
Markets have been conducted and for what firms. 


3. THE STORE AUDIT 


This brochure explains the function of a G.G.&.B. Store 
Audit. It lists the specific points a Store Audit covers and 
names some of the firms for whom G.G.&B. has con- 
ducted this type of research. It tells why G.G.&B. can do 
such a thorough job. 


4. TAPE RECORDED DEPTH INTERVIEWS 


This is a reprint of an article that appeared in SALES 
MANAGEMENT magazine. It tells, in detail, how 
G.G.&B. used tape recorders in conducting a survey 
among retail dealers. It shows how tape recorders add an 
unusual depth to a survey. 


GOULD, GLEISS & BENN, INC. 


CHICAGO 10 17 West Ontario, SUperior 7-9168 
ATLANTA 5 1734 Candler Building, Main 4673 
HOUSTON 2 1213 Capitol Avenue, Preston 8337 
FORT WAYNE 3 2015 S. Harrison, Harrison 8674 
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This trade mark appears throughout the Sur- 
vey of Buying Power .. . often as many as five 
times toa page . . . to stamp the various columns 
as exclusive SALES MANAGEMENT data. 

Wherever market figures are published, the 
source in most cases will read: “Sales Manage- 
ment,” or “Survey of Buying Power,” or just SM. 
or SBP. You see this identification on individual 
media promotion pieces . . . on media associa- 
tion studies . . . U.S. Government and state gov- 
ernment releases ... chamber of commerce 
bulletins . . . in hundreds of news stories from 
one end of the country to the other. 

You see it practically everywhere. In the an- 
nual of another publication, for example, 83 adver- 
tisers used SBP figures and/or quoted SM as the 
source. In another annual, the number was 87. 

Wherever you see it . . . and that’s practi- 
cally everywhere . . . it’s the autograph of a pro- 
fessional . . . hall-mark of authority . . . signal 
for confidence. 


The Survey is all by itself. . . 
' unmatched in audience, years of service, ACCEPTANCE. 
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Fox Your Marketing Courses 


MARKETING Principies and Methods 
By C. F. Phillips, Bates College, and D. J. Duncan, University of California 


The revision of this widely used marketing book offers you a completely rewritten 
and reorganized text based upon the experience of classroom users. Its discussion 
is now completely up to date and incorporates the most recent material, including 
pertinent data from the latest census. In the revision the chapters on pricing have 
been expanded and rewritten and the fundamental principles of pricing have 
been applied to actual marketing situations. The section on retailing carefully dif- 
ferentiates between the problems of small-scale and large-scale business. 
Throughout the revision more emphasis has been placed on marketing functions 
and marketing costs. Although many important changes have been made to add 
to the usefulness of this book its consumer approach, which made the text so 
popular in its first edition, has been retained. 


PROCUREMENT Principles and Cases _Enrtion 


By Howard T. Lewis, Harvard University 


Since 1948 this has been the standard textbook for undergraduate courses in pro- 
curement and now it has been completely rewritten and reset. As before, it pre- 
sents a well-balanced combination of text and case material representing the 
best modern principles and practices on procurement. The many changes that 
have been made in the text material of this edition will make it an even more use- 
ful text than was the previous edition. A special feature of the revision is the inclu- 
sion of 20 new case studies—making a total of 61 in the book. Designed to be 
thought-provoking rather than informative, they are carefully coordinated with 
the text and apply the various principles of procurement to realistic business situa- 
tions. A thoroughly revised Teacher's Manual is available to instructors adopting _ 
the book. 


SALESMANSHIP Principles and Methods 


By C. A. Pederson, Stanford University, and M. D. Wright, San Jose State College 


This new text has won rapid acceptance and wide adoption as one of the leading 
texts in its field. Well liked are its minimization of high-pressure selling and its 
emphasis upon professional standards of salesmanship. An important feature of 
the book is its complete treatment of sales work and methods. Approximately 75 
major national companies have supplied current sales material for the book. 
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PUBLIC RELATIONS Principles and Problems 


By Bertrand R. Canfield, Babson Institute 


This new book is designed to present the principles and practices used in industry, 
commerce, and social and political organizations to effectively build good public 
relations. Every phase of public relations is covered, comprehensively and with 
practical emphasis. Many topics are included which are not found in other texts. 
Scattered throughout the book is practical material contributed by leading cor- 
porations and organizations. This material shows how various national businesses 
plan, organize, and execute their public relations programs. An outstanding fea- 
ture of this book is the combination of principles with practical problems involv- 
ing planning and executing public relations programs. The organization of the 
text is logical and has been thoroughly tested in the classroom. 


RETAILING Principles and Methods EDITION 
By D. J. Duncan, University of California, and C. F. Phillips, Bates College 

The Third Edition of this standard text has already been adopted by more than 
240 universities and colleges, ample proof that it fills the needs of courses in re- 
tailing better than any other text in the field. This edition continues to serve the 
purposes of outlining the opportunities that exist in the field of retailing for prop- 
erly trained men and women, analyzing the structure of retailing, and showing 
the problems associated with operating various types of retail stores. Now, for 
the first time with Retailing: Principles and Methods there is an accompanying 
Teacher’s Manual. This manual contains the answers to all chapter questions and 
problems; a separate series of review questions, problems and cases; and de- 
tailed suggestions for handling the problems of small retail stores. 


SALES MANAGEMENT Policies and Procedures 


By D. M. Phelps, University of Michigan 


Here is a comprehensive and well-integrated textbook for courses in sales man- 
agement, marketing management, and advanced marketing. It deals realistically 
with the management problems which must be solved by sales executives respon- 
sible for the marketing of products. Its organization proceeds logically from the 
product through to the control of sales operations. 


Please mention the JOURNAL OF MARKETING in writing advertisers 


3 
Pe 
7 
> 
> 


LEAVE YOUR TABULATION PROBLEMS 


RECORDING & 
door. 


NEW YORK 
CHICAGO 
BOSTON 
DEYROIT 
MONTREAL 


TORONTO 


When you leave your tabulation work in our hands, you are immediately relieved 
of ever so many problems. 


There is no longer a need for you to hire and train people to do your research 
tabulating work. You need not be concerned with renting tabulating equipment 
for which you have only part-time use. 


The experienced people behind this door have a full understanding of the nature 
of your problems. They will interpret your requirements accurately. They will do 
your coding, editing, key punching, table preparation, percentaging efficiently 
and economically—just as they do for so many other firms. Why not call now? 


Tabulating service for every management need: 
Questionnaires for Research on Markets, Products, 
Public Opinion, and Industrial Relations 
Magazine Circulations, Radio and TV Network Coverages 
Readership Studies—Magazines, Newspapers 
Marketing Indices, Sales Potentials 
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ELEMENTS OF MARKETING 5th Edition 


by PAUL D. CONVERSE, HARVEY W. HUEGY 
and ROBERT V. MITCHELL, all of the University of Illinois 


Outstanding Features of New Edition: 


e@ Seven entirely new chapters with a fresh and even 
more practical approach. 

e@ Seventeen chapters completely rewritten, brought up 
to date, and made more readable. 


@ 290 problems (over 40% new)—many gathered di- 
rectly and recently from actual business. 


Approximately 928 pages 6” 9” Published 1952 


MANAGERIAL ECONOMICS wy vean 


e Primarily oriented to top management and market- 
ing problems rather than to production problems. 

@ Presents a perceptive and practical analysis of plan- 
ning and controlling a firm’s capital expenditures. 

e Written with a new emphasis on the economic nature 
of demand and a new direction to the planning and 
use of market research. 


621 pages 6" xX 9” Published 1951 


INDUSTRIAL PRICING and MARKET 
PRACTICES by ALFRED R. OXENFELDT, Hofstra College 


e Explains the actual pricing system in a free enterprise 
system: the policies and practices which are employed 
in the setting and adjustment of prices and in the de- 
termination of profit margins. 

e Describes dozens of pricing practices used by specific 
companies. Contains much research information 
gathered originally by the author; 90% of examples 
relate to 1949-1950. 


602 pages 6” X 9” Published 1951 
Send for Your Copies Today 
PRENTICE-HALL, INC. - 70 Fifth Avenue - New York 11, N.Y. 
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THE or ing 


has the following PUBLICATIONS IN STOCK 
Covering the Subject of 


Economic & Marketing Theory 


These are priced at $1 per copy, including postage 
Kindly enclose remittance with order 


The Effects of Saving on Employment and Consumption 
by Albert L. Hahn 


The Nature of the Distribution Cost Problem 
by Forrest Q. Walker 


Some Aspects of Distribution Cost Analysis 
by Charles H. Sevin 


The Meaning and Measurement of Productivity in Distribution 
by Reavis Cox 


A Formula for Measuring Productivity in Distribution 
by Wroe Alderson 


Towards a Theory of Marketing 
by Wroe Alderson and Reavis Cox 


Cost Forecasting and Price Policy 
by Joel Dean 


Theories of Pricing in Marketing 
by Lawrence C. Lockley 1949 


Problems of Product-Line Pricing 
by Joel Dean 1950 


Quantitative Analysis of Sears, Roebuck and Company’s Catalogue 
by George K. Zipf 1950 


Can Marketing Be a Science 
by Robert Bartels 1951 


Address all orders to: 


AMERICAN MARKETING ASSOCIATION 
1525 E. 53rd Street Chicago 15, Illinois 


Please mention the JOURNAL OF MARKETING in writing advertisers 


wed 
Year Vol. No. 
1946 XI 2 
1947 XII a 
: 
i948 
» 
XV 
4 


Memo to: 


Our Boss—You, The Client 


Thanks to your confidence and trust in our 
ability to handle your research tabulating prob- 
lems, we've greatly expanded our clerical and 


machine tabulating facilities. 


Why not drop in and see New York’s most di- 
versified tabulating service. We’re at 432 Fourth 


Avenue (29th Street) —the entire second floor. 


Our phone number is still the same—M Urray 


Hill 9-6250. We hope to hear from you soon. 


Thanks again. 


Barnard, Inc. 


A completely independent tabulating organization 


432 FourTH AVENUE 
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New and Important RONALD Books 


@ MARKETING IN THE AMERICAN ECONOMY 


ROLAND S. VAILE, University of Minnesota; E. T. GRETHER, University of California, 
Berkeley; and REAVIS COX, University of Pennsylvania 


This distinctive new basic textbook presents marketing as a complex and vital economic 
institution that has come of age as a social force. It offers a clear understanding of why 
marketing exists and how it is carried out in the American economy. The book examines mar- 
keting as the prime force behind the allocation and use of resources, and distribution of private 
income. Covers measurements of national income, and economic and psychologic aspects 
of demand. Analyzes specialization, integration, problems of buying, selling, and pricing. 
Explains interregional marketing, marketing efficiency and control; and the growing im- 
portance of government agencies in marketing affairs. 26 illus., 77 tables, 737 pages. $6.00 


ADVERTISING 
AT THE CROSSROADS 


Federal Regulation vs. Voluntary Controls 
MAX A. GELLER 
President, Weiss and Geller, New York Inc. 


ADVERTISING LAYOUT 
TYPOGRAPHY 


EUGENE DE LOPATECKI 
The Cooper Union Typographic Laboratory 


Squarely facing the issue of rising public 
criticism of advertising abuses, this new book 
discusses whether advertising will initiate 
constructive measures of self-regulation or 
whether the government will have to turn to 
restrictive controls. Dr. Geller traces the de- 
velopment of advertising and the govern- 
ment’s concern with it, and evaluates the re- 
lationship of advertising to our social and 
economic structure. He weighs the various 
proposals for regulation and offers positive 
recommendations for action. 17 tables, 335 
pages. $5.00 


Presents a quick, easy technique that permits 
even those with no knowledge of drawing to 
deal effectively with problems of layout de- 
sign. The book follows a direct, logical plan, 
moving from mastery of simple problems to 
appreciation of basic principles behind seem- 
ingly complicated arrangements. Shows how 
to use space to advantage, how to turn out 
first-draft layouts that require no costly print- 
ing alterations. Approaches functional adver- 
tising layout in terms of increasing business 
through ads that “pull.” Revised Printing. 46 
illus. $3.75 


STANDARDS AND LABELS 
FOR CONSUMERS’ GOODS 


JESSIE V. COLES 
University of California 


MATHEMATICS OF 


RETAIL MERCHANDISING 


BERNARD P. CORBMAN 
State University of New York 


A comprehensive examination of the need for 
standards and labels, the ways in which they are 
or may be used, the procedures for securing them, 
and their present status in the orderly marketing 
of goods. Provides a record of progress and a 
blueprint for future action. Flow charts showing 
procedures for establishing standards, and re- 
productions of labels in use illustrate topics dis- 
cussed in detail. 59 illus., 556 pages. $5.00 


A new textbook on the mathematics underlying 
merchandising problems faced by merchants, buy- 
ers, and merchandising managers. Its carefully 
chosen sequence of topics, tested in the classroom, 
combines subject matter with illustrative exam- 
ples in logical, step-by-step order. Provides de- 
tailed, yet understandably simple explanations of 
the mathematics of every merchandising situa- 
tion. 327 pages. $3.50 


THE RONALD PRESS COMPANY « 15 East 26th St. « NEW YORK 10 | 


Please mention the JOURNAL OF MARKETING in writing advertisers 


i ‘ 
{a 
4 
3 
‘ 
& 
4 
a 
j 
‘a 


THE 


Marketing 


Volume XVII OCTOBER, 1952 Number 2 


Psychology for Marketing and Economics............ Wroe Alderson 119 


The Quantity-Limit Rule and the Rubber Tire 


Marketing Notes: 
Techniques in Forecasting Consumer Du- 
rable Goods Sales... ... A.C. MacGowan 156 


Selecting Motion Pictures for the Foreign Market. . Ronald Carroll 


Order Bias in a Mail Survey.................... Robert Ferber 171 


Sales Tests as a Measure of Advertising 


Communications: 
Is the Day of the Individual Research 


The Journal of Industrial Economics.......... P.W.S. Andrews 183 


Legislative and Judicial Developments... . . William F. Brown, Editor 195 


Address correspondence on editorial matters to the Editor-in-Chief or the Managing Editor. Advertising matters 
should be addressed to the Business Manager, and other business matters to the central office of the Association. 


The articles appearing in THE JOURNAL OF MARKETING are indexed in the Bulletin of the Public Affairs Informa- 
tion Service and The Industrial Arts Indez. 


The subscription price of THE JOURNAL OF MARKETING is $4.00 per year prepaid to addresses in the United States; 
other countries $5.00. Published in January, April, July, and October. Address correspondence for single copies 
or subscriptions to the central office. 

THE JOURNAL OF MARKETING assumes no responsibility for the opinions expressed by contributors. 

Copyright 1952 by the American Marketing Association. 
VERMONT PRINTING COMPANY, BRATTLEBORO, VERMONT, U. 8. A. 


x 


| 
= 
ih 


THE JOURNAL OF MARKETING 


A Quarterly Publication of the American Marketing Association 
is published at 73 Main St., Brattleboro, Vermont 


AMERICAN MARKETING ASSOCIATION 
1525 East 53rd Street, Chicago 15, Illinois 


OFFICERS AND DIRECTORS 


President: Gordon A. Hughes, General Mills, Inc., 
400 Second Avenue, South, Minneapolis 1, Minne- 
sota 

Vice President: Ewald T. Grether, University of Cali- 
fornia, Berkeley, Calif. 

Vice President: Harold P. Alspaugh, H. J. Heinz 
Company, P. O. Box 57, Pittsburgh 30, Penn. 


Henry G. Baker, University of Georgia, Atlanta, 
Georgia 

~ — Columbia University, New York, New 

or’ 

Allen K. Gaetjens, General Electric Company, Cleve- 
land 12, Ohio 

Edward R. Hawkins, University of California, Berke- 
ley 4, California 

Arno H. Walter Thompson Company, 
New York, New York ; 

B. F. Lynip, Jr., California and Hawaiian Sugar Re- 
fining Corporation, San Francisco, California 
Richard H. Moulton, Marketing Consultant, Boston, 

Massachusetts 
Dean M. Prather, A. C. Nielsen Company of Can- 
ada, Ltd., Toronto, Canada 


Vice President: William F. O’Dell, Market Facts, 
Inc., 39 South LaSalle Street, Chicago 3, Ill. 

Treasurer: Charles W. Smith, McKinsey & Company, 
6o East 42nd Street, New York 17, New York 

Secretary: lra D. Anderson, Northwestern University, 
Evanston, 

Immediate Past President Director: George H. 
Brown, University of Chicago, Chicago 37, Illinois 


George W. Robbins, University of California, Los 
Angeles, California 

Wendell R. Smith, State University of Iowa, Iowa 
City, lowa 

Richard F. Spears, Stop & Shop, Inc., Boston 10, 
Massachusetts 

Hugh G. Wales, University of Illinois, Urbana, Illi- 
nois 

Alfred N. Watson, The Curtis Publishing Company, 
Philadelphia, Pennsylvania 

Donald E. West, McCall Corporation, New York, 
New York 

Wilford L. White, U. S. Department of Commerce, 
Washington, D. C. 


EDITORIAL BOARD 


Editor-in-Chief 
Edward R. Hawkins 
University of California 
Berkeley 4, California 


Marketing Research Editor 
ames H. Lorie 
ederal Reserve System 
Washington 25, D. C. 


Legislative and Judicial Developments Editor 
William F. Brown 
University of California 


Managing Editor 
Albert W. Frey 
Dartmouth College 
Hanover, New Hampshire 


Book Review Editor 
Charles J. Dirksen 
University of Santa Clara ‘ 
Santa Clara, California 


Los Angeles, California 


Steuart Henderson Britt, Needham, Louis and 
Brorby, Inc., Chicago 3, Illinois 

Orin E. Burley, University of Pennsylvania, Phila- 
delphia 4, Pennsylvania 

Lincoln Clark, New York University, New York, N. Y. 


Joel Dean, Columbia University, New York 27, N. Y. 

Morris H. Hansen, Bureau of the Census, Washing- 
ton 25, D. C. 

John Jeuck, University of Chicago, Chicago, Illinois 

George L. Mehren, University of California, Berke- 
ley, California 


BUSINESS MANAGER 
Thomas J. McGann 
Iona College, New Rochelle, New York 


rt af 
Fe 
. 
Ag 
| 
3 
~~. 


The Journal of Marketing 


Volume XVII 


OcrTosBeEr, 1952 


PSYCHOLOGY FOR MARKETING 
AND ECONOMICS* 


WROE ALDERSON 
Alderson & Sessions, Philadelphia 


M‘™ developments of recent years 
indicate the emergence of a gen- 
eral science of human behavior. Of ma- 
jor significance in this movement toward 
integration in the social sciences was a 
volume representing the collaboration of 
nine specialists from the fields of psy- 
chology, sociology, and cultural anthro- 
pology.t The more limited objective here 
is to call attention to some trends in con- 
temporary psychology which are favor- 
able to this synthesis and to application 
in marketing and economics. 

Many fields of thought are marked by 
opposing schools. Psychology was for 
many years the most sectarian of all the 
fields laying claim to the name of science. 
The market analyst or economist admon- 
ished to learn more about psychology 
could scarcely tell where to begin. If he 
picked two books at random, he might 
find each author denying that what the 
other was writing about was psychology 
at all. The illustrations in one book 
might be devoted entirely to representa- 
tions of the brain and nervous system, 
while the text would imply that the whole 
subject was merely a branch of physiol- 

* This paper was first presented on August 26, 
1952, at the second Marketing Theory Seminar at 
the University of Colorado. 

1 Toward a General Theory of Action, edited by 
Talcott Parsons and E. A. Shils (Cambridge: Har- 


vard University Press, 1951), the collaborative prod- 
uct of nine social scientists. 


ogy. Another book might deal with per- 
ception as if no other topic mattered in 
psychology and be profusely illustrated 
with optical illusions and other strange 
configurations. Still a third might present 
case studies in the interpretation of 
dreams, the interpreter drawing on theo- 
retical principles of breathtaking scope 
but little in the way of visible support 
from empirical investigations. 

_ It is to be hoped that the student and 
seeker, though chastened by these per- 
plexities, will not be discouraged. The 
need for psychological perspective in 
marketing and economics remains. There 
is a main line of development in the psy- 
chological analysis of human behavior in 
general which is highly pertinent to the 
investigation of behavior in the market 
place. More is needed as to theoretical 
perspective than the principles of ra- 
tional choice assumed by the mathemati- 
cal economist or the kind of instinct 
theory which is extemporized by an ad- 
vertising executive in order to meet a 
speaking engagement. Marketing will be 
increasingly recognized as a segment of 
the behavioral sciences. It will offer op- 
portunities for the application of psycho- 
logical principles and research tech- 
niques. Eventually marketing research 
will provide a laboratory for testing new 
psychological insights. Meanwhile, the 
market analyst who makes some attempt 
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to keep abreast in psychology faces two 
serious hazards. On the one hand, he may 
come under the spell of one of the more 
doctrinaire schools and possibly not the 
most modern version of that. On the 
other hand, he may be so eclectic in his 
acceptance of anything which goes under 
the name of psychology as to acquire a 
melange of notions rather than a consist- 
ent and unified perspective. 

This article has a twofold objective. 
First, an effort will be made to sketch a 
general viewpoint of human behavior 
which will facilitate the use of psycholog- 
ical findings in the analysis of markets. 
Secondly, some of the major schools or 
fields of psychology will be discussed in 
order to show what they can contribute 

to such a viewpoint. In several instances 
_ it will be desirable to comment on both 
the early beginnings and the current de- 
velopments in a given school of thought. 
The pioneers characteristically insisted 


on the distinctiveness of their ideas with 


an evangelical fervor. Their disciples are 
generally more hospitable to the integra- 
tion of these varied strands in a common 
pattern of thought. The needs of applied 
fields like marketing may facilitate this 
integration. 


THE PsYCHOLOGY OF PROBLEM SOLVING 


Market analysis is consciously oriented 
toward problem-solving. Its aim is to aid 
the marketing executive in finding valid 
solutions for the problem facing him for 
decision. The appropriate psychological 
background is the psychology of problem- 
solving. This approach is sometimes des- 
ignated as the psychology of adjustment. 
It attempts to describe and analyze prob- 
lem-solving behavior. A problem arises 
for the individual when he feels the need 
for a better adjustment to his environ- 
ment. In marketing, this need may be 
said to derive from uncertainty with re- 
spect to the outcome of established or pro- 


posed marketing plans and programs. But 
an adequate perspective for marketing 
cannot deal with the problems of the 
seller alone. Buyers, including consumer 
buyers, come into the market to solve 
their problems. Each party to a market 
transaction serves as a means whereby the 
other may advance his ends. ‘The psychol- 
ogy of adjustment is concerned with 
means-ends relationships either in indi- 
vidual behavior or in interaction within 
a group. 

Another name for the problem-solving 
approach is functionalism. The word 
function has many meanings but the em- 
phasis here is on the way the individual 
functions in relation to his environment. 
Functionalism in psychology bears an 
honorable tradition, stemming from Wil- 
liam James who is generally regarded as 
the founding father of scientific psychol- 
ogy in the United States. Possibly the 
most useful definition of functionalism 
is that provided by one of its most emi- 
nent contemporary exponents, Robert 
Sessions Woodworth. He says that func- 
tionalist psychology starts from the ques- 
tion of what men do and then goes on to 
the questions of how they do it and why 
they do it.? 

The term is employed in anthropology 
and sociology to suggest a similar concern 
with ends-means relationships in a total 
situation or behavioral field. Boulding’s 
resort to ecology for a new perspective on 
economic analysis is another expression 
of the functionalist approach. Marketing 
theory as it is beginning to develop is 
marked by an even more explicit func- 
tionalism. A general acceptance of the 
functionalist view in psychology will con- 
tribute greatly to the integration of the 
various segments of the general science 
of human behavior. 


* Robert S. Woodworth, Contemporary Schools of 
Psychology, rev. ed. (New York: The Ronald Press 
Co., 1948), p. 11. 
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Matching Means and Ends 


Instrumental or problem-solving be- 
havior may be analyzed in terms of means 
and ends. The organism is conceived to 
direct its efforts toward attaining some 
goal even though it may not be pursuing 
a conscious objective. It makes use of its 
own energies or the resources of its en- 
vironment as the means for accomplish- 
ing these ends. Problem-solving is de- 
fined here in the broadest possible terms 
as including any application of means to 
ends occurring in the continuing process 
of adjustment. 

There are three distinct types of prob- 
lem situations differing as to what the 
individual attempts to do about the ends- 
means relationship. In one case, both 
ends and means are in a sense taken for 
granted and in the other two cases one 
side or the other needs to be modified. It 
is the first type of situation that is most 
characteristically described as problem- 
solving. The end is given and the prob- 
lem is to match it with appropriate 
means, making a selection from available 
alternatives. A very provocative writer 
on human behavior who is not strictly a 
psychologist describes this as the process 
of matching tools and jobs.* This match- 
ing will often be preceded by analysis of 
the situation in order to determine what 
the problem is. Some psychologists em- 
phasize rational insight as the ability of 
the individual to see his way clear 
through to an appropriate solution. 
Others insist on the prevalence of trial 
and error in some degree in all real life 
problem situations. Some make use of the 
idea of “behavior space” which might be 
described as the individual’s mental pic- 
ture of his situation and its structure in 
terms of the possibilities for action. Anal- 
ysis is sometimes pictured as locomotion 

* George K. Zipf, Human Behavior and the Prin- 


ciple of Least Effort (Cambridge: Addison—Wesley 
Press, 1949). 


in behavior space.* In other words, the 
rational individual explores the possibil- 
ities of the problem situation mentally as 
compared with an exploration which re- 
quires him to move about in his physical 
environment. The present viewpoint is 
that both types of exploration occur in 
actual problem-solving and that either 
becomes more efficient in the degree that 
the individual knows what he is looking 
for. 

The problem-solving approach is ex- 
plicit in the writings of many economists. 
Economics is classified by von Mises, for 
example, as a branch of “praxeology” 
which he defines as the art or science of 
formulating practical rules of action.® 
Practitioners of this art go pretty far in 
making simplifying assumptions as to the 
kinds of problem situations which are of 
interest in economics. More serious in the 
present connection are the assumptions 
they make about the psychological proc- 
esses of problem-solving. Fruitful results 
might accrue if the principles of marginal 
analysis were regarded as hypotheses 
about the nature of choice or evaluation 
to be tested by appropriate experiments. 
They are more generally regarded as part 
of the sacred canons of received theory. 

It is currently being demonstrated that 
psychological experiment can throw new 
light on value theory. Malcolm Preston 
has shown in the psychological laboratory 
that subjects overrate opportunities for 
gain involving large risk and under- 
rate opportunities involving small risk.® 
Economists and market analysts are in- 
creasingly aware of the importance of ex- 
pectations in determining economic be- 
havior. George Katonah, who is both a 


*E. C. Tolman in Toward A General Theory of 
Action, p. 299. 

5 Ludwig von Mises, Human Action (New Haven, 
Yale University Press, 1949), p. 92. 

* Reported in a paper before the American Associ- 
ation for the Advancement of Science, December 29, 
1951. 
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psychologist and an economist, summa- 
rizes psychological findings on this sub- 
ject and suggests further lines of investi- 
gation.” 

Katonah also discusses the distinction 
between real decision-making and rou- 
tine behavior,’ a distinction that was an 
essential part of the thinking of John R. 
Commons as expressed in his Institu- 
tional Economics.® The first step in the 
rational consideration of a problem is 
often that of classifying it as routine or 
strategic, so that the effort devoted to its 
solution may be scaled accordingly. For 
the less significant problems the selection 
of a means for handling it may be practi- 


cally automatic. The individual may be 


conceived as having a behavior repertoire 
on which he draws in such situations. An 
effective illustration used by Zipf*® is that 
of the workman who might require an 
assortment of tools at his work bench. If 
he attempted to lay them out in logical 
order, he would place the ones he needed 
most frequently nearest to his working 
position, grading off to those of least fre- 
quent use in the more remote end of the 
rack. It might also follow that the rational 
individual would keep the tools of most 
frequent use in a constant state of readi- 
ness while he could afford to take time to 
sharpen or adjust the tools he used only 
on rare occasions. 

Modern psychology is making an in- 
creasing effort to identify principles of 
order or organization as they affect the 
individual’s adjustment to his environ- 
ment. Such principles are of interest to 
the market analyst who is concerned 
about the heterogeneous nature of mar- 
kets. His problem often appears to be that 


George Katonah, Psychological Analysis of Eco- 
nomic Behavior (New York: McGraw-Hill Book Co., 
1951). 

* Ibid., p. 49. 

* John R. Commons, Institutional Economics (New 
York: MacMillan Company, 1934), p. 89. 

* Op. cit., p. 49. 


of matching a unique segment of demand 
with production or marketing facilities 
which are uniquely adapted to serving 
this demand. He can get only limited 
help from a concept of marginal produc- 
tivity which assumes that his real prob- 
lem is that of allocating a homogeneous 
factor which can be evaluated in simple 
quantitative terms. In many marketing 
situations the process involved is match- 
ing or sorting rather than allocation. This 
is true of the consumer’s problems as well 
as those of the producer or marketer. The 
market analyst must turn to psychology 
for an adequate theory of sorting. There 
has been some experimental work by 
Kurt Goldstein and others as reported in 
a recent summary of testing methods but 
the techniques would have to be drasti- 
cally modified to get at the issues which 
are most significant for marketing." 


Improving the Available Means 


In the second basic type of problem- 
solving situation the end is taken as given 
but it is not to be assumed that the indi- 
vidual has an appropriate means in his 
behavior repertoire. To meet the prob- 
lem the means must be created or per- 
fected. In psychological terms the indi- 
vidual undertakes to acquire skills, habits 
or attitudes which will equip him for 
dealing with a specified type of situation 
as it arises. Much of the experimental ac- 
tivity in American psychology has been 
directed toward the development of laws 
of learning. This activity was stimulated 
in part by the program of public educa- 
tion in this country. Here was an inviting 
field for the application of scientific find- 
ings about learning. 

The theory of learning is fundamental 
for many aspects of marketing. First of 
all, there are numerous problems which 


“See F. S. Freeman, Psychological Testing (New 
York: Henry Holt and Co., 1950), p. $45. 
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are obviously of an educational nature. 
Sales training raises all the classic issues 
of learning theory such as repetition ver- 
sus understanding, and reward versus 
punishment in reinforcing the effect of 
repetition. The tremendous diversity of 
sales training programs among large com- 
panies suggests that a better understand- 
ing of the learning process is needed in 
many cases. 

There are other situations in market- 
ing in which information and attitudes 
are to be transmitted but where it is not 
feasible to follow the formally organized 
patterns of the classroom. This is gener- 
ally true with respect to the efforts made 
by manufacturers’ sales organizations to 
secure adherence to marketing plans and 
policies on the part of distributors and 
dealers. Those who are most successful 
consciously start from the assumption 
that a plan must be based on an attempt 
to help customers solve their problems. 
That requires an understanding of what 
the customer is driving at, an ability to 
show him why the proposed method is a 
better means for achieving this end, and 
skill in utilizing the success of the plan to 
reinforce the new attitude or pattern of 
action which has been acquired. 

The largest sphere of all for the appli- 
cation of learning theory in marketing is 
in attempts to reach the consumer 
through advertising or retail merchandis- 
ing. A major objective of consumer ad- 
vertising is to create or maintain prefer- 
ence for a brand. The attempt to 
inculcate buying habits has been the area 
of the first and the most persistent efforts 
to apply psychology in marketing. Indi- 
vidual marketing men with psychological 
training have played an important part 
in developing methods of measuring the 
impact of advertising. Some of these stud- 
ies take the form of evaluation of the 
' strength of the attachment which holds 
the consumer to the preferred brand. Ex- 


periments have been devised to break 
this bond, modeled somewhat on tests of 
tensile strength in an engineering labora- 
tory. The results show striking differ- 
ences both as between product groups 
and between brands. 

Advertising is unlike the classroom 
learning situation because of the highly 
competitive element. It is a little as if a 
half dozen professors stood before the 
same class and all shouted at once in their 
attempt to convey information and shape 
attitudes. Some of the more complex 
learning experiments are suggestive for 
new lines of advertising research. These 
include experimental designs involving 
the interruption of a task, the conflict be- 
tween approach and avoidance signals, 
and retention of information under vari- 
ous conditions. 

Many learning experiments deal with. 
the unlearning of fixed behavior pat- 
terns. In marketing, the introduction of 
a new product involves an attempt to 
change habitual behavior both in buying 
and using products. The notion of the 
threshold of response could be useful 
here. How much difference in price or in 
some dimension of product quality will 
it take to change buying behavior? How 
much greater is the response to difference 
when the subject is told what to watch 
for? Under what circumstances will a dif- 
ference in one direction reinforce or can- 
cel out a difference in another direction? 

There are other fields for the applica- 
tion of learning theory such as the ar- 
rangement of super markets and other 
large display areas. Experimental work is 
being carried on in this field which is im- 
proved by psychological perspective. An- 
other application may be in locating 
stores in relation to consumer travel and 
shopping habits. Package and trademark 
recognition is still a third possibility. An 
excellent summary is available for the 
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market analyst who may wish to design 
experiments of his own.’ 


Reorganization of Ends 


In the third type of problem-solving 
situation ends rather than means consti- 
tute the problematical element. The 
goals sought are not appropriate in rela- 
tion to existing means and the required 
solution is the modification or reorgan’- 
zation of ends. A stated end may be im- 
possible of realization because it reflects 
a psychopathic obsession. A pattern of 
multiple ends may be unrealistic because 
of conflicts among them. The means 
adapted to achieve one goal may make 
frustration in another direction inevita- 
ble. It may be a question of degree so that 
the individual can expect only partial 
achievement of any objective if he refuses 
to modify his pattern of demands. This 
pattern is designated by psychologists as 
the level of aspiration. In some instances 
the individual may be called upon to ad- 
just his level of aspiration upward rather 
than downward in relation to his capaci- 
ties. 

This third type of problem-solving sit- 
uation raises issues with respect to basic 
motivations. Some psychologists have lo- 
cated the primary problem of motivation 
in the unending clash between society 
and the instinctive nature of the individ- 
ual. Others have stressed instead the con- 
flict between two aspects of the same per- 
sonality, both rooted in instinctive drives. 
Motivation is looming larger today in 
psychology generally and particularly in 
certain schools which tended to neglect it 
a decade or so ago. 

Motivation is one of the more difficult 
topics for scientific investigation. Motives 
are not open to inspection as is overt be- 
havior. Motives are inferred as a way of 


*E. R. Hilgard, Theories of Learning (New York: 
D. Appleton-Century-Crofts Co., 1948). 


explaining behavior. The layman is only 
too ready to impute motives to another 
individual. The psychologist sometimes 
seems equally rash in his generalizations 
concerning motivation. Reports of the 
individual concerning his own motives 
may be little more reliable than infer- 
ences drawn by others. He may see some 
advantages in misrepresenting his mo- 
tives, his motives may be mixed, or he 
may not be wholly conscious of some of 
his deeper motivations. 

Motivation is an absorbing topic for 
many market analysts. Various tech- 
niques are employed in the attempt to 
probe for motives. A question to consum- 
ers about the way they buy or use a prod- 
uct is often followed by the question 
“Why?” So-called depth interviews are 
supposed to make it easier for respond- 
ents to recall and report upon motiva- 
tions. Projective techniques are used in 
the hope of uncovering attitudes or mo- 
tivations which might remain hidden if 
respondents were questioned directly. 
Any approach to motivation still leaves 
much to be determined by the attitudes 
of the investigator and demands critical 
judgment as to the validity of both the 
original data and the method of interpre- 
tation. 

The subject of motivation has been in- 
troduced here in relation to the third type 
of problem-solving situation, namely that 
calling for a modification or reorganiza- 
tion of ends. Any individual who aspired 
to bring about a fundamental change in 
the motivations of another would have to 
start with the assumption that such a 
problem-solving situation existed. There 
have been numerous instances of success- 
ful marketing campaigns in which adver- 
tising first persuades the prospective cus- 
tomer of the significance of a specified 
end and then claims that the advertised 
product is the best means of satisfying 
this end. Where this appeal succeeds it 
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may be assumed that modification has 
taken place in the level or character of 
the individual’s aspirations. 

Knowledge of motivation in marketing 
can be applied to more limited objectives 
than changing the level of aspiration. If 
the end desired can be clearly identified, 
the marketer can proceed more effec- 
tively in presenting a product or service 
as a means to that end. In either case, the 
study of motivation raises questions of 
plasticity versus stability in personality 
structure. While motives are not open to 
direct observation, changes in behavior 
patterns may occur in such a way as to 
justify inferences as to changing motiva- 
tions. The market place offers excep- 
tional opportunities for investigating the 
dynamics of motivation. 


The Changing Structure of Means and 
Ends 


This sketch of the functionalist view- 
point has dealt so far with three types 
of problem situations corresponding to 
three ways of adjusting means-ends rela- 
tionships. To complete the picture, brief 
reference must be made to factors out- 
side the immediate situation confronting 
the individual which condition this rela- 
tionship. One of these is the structure of 
capacities and aspirations within the 
complete personality and the changes 
which occur in this structure in the 
course of the individual life history. Ca- 
pacities change through maturation and 
decline. The character and intensity of 
aspiration also change over time. Thus 
the balance between means and ends may 
be changed for the individual aside from 
his problem-solving behavior. In fact, the 
unfolding of the life history and the con- 
sequent transformation of both capacity 
and aspiration is one of the factors which 
constantly poses new psychological prob- 
lems. 

The other great conditioning factor is 


the fact that individual problem-solving 
does not take place in a social vacuum. 
The interaction of individuals reveals 
the interdependence of both their ends 
and their means. Cooperating individ- 
uals pool their separate means to achieve 
a common end. Competing individuals 
seek to draw upon a common stock of 
means to achieve their separate ends. 
These two types of interaction are always 
present together in varying degrees and 
in a variety of patterns. The interde- 
pendence of ends and means has been 
cogently presented in a study by Mark 
May and Leonard Doob.”* 

The psychology of personality brings 
together into an integrated pattern the 
several aspects of problem-solving. Its 
focus is on the complete personality re- 
acting to and upon the environment as a 
whole. The special topics of rational in- 
sight, learning and motivation all find 
an appropriate place in this pattern. In- 
deed, the study of personality extends be- 
yond the scope of instrumental behavior. 
The immediate concern of the market 


‘analyst and economist is with goal di- 


rected behavior. It is well to recognize, 
however, that instrumental activity oc- 
curs within a broader matrix of behavior. 

In addition to the instrumental aspect, 
there is what LaPiere calls “congenial 
behavior.’’!* That is activity which is not 
goal directed but may be regarded as an 
end in itself. The individual engages in 
instrumental behavior in order to have 
the opportunity of engaging in such con- 
genial behavior as eating, drinking, en- 
tertainment and social intercourse. In 
the over-all economy of the personality 
some balance must be found between 
these two aspects of behavior. Both oc- 
cupy time and absorb energy. The indi- 


% Mark May and Leonard Doob, Competition and 
Cooperation (New York: Social Science Research 
Council, April, 1937). 

“Richard T. LaPiere, Collective Behavior (New 
York: McGraw-Hill, 1938), p. 151. 
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vidual who puts in too many hours in 
acquiring the means of enjoyment will 
never find the time for enjoyment. Eco- 
nomic theorists at one time attempted to 
balance the pain of effort against the 
pleasure of consummation and thereby 
to explain the equilibrium of supply and 
demand. For the individual personality 
equilibrium or disequilibrium may be 
analyzed more directly in terms of alter- 
native uses of time and effort. 

The qualification must be added that 
some types of behavior are both instru- 
mental and congenial while other types 
may be neither. Many people genuinely 
enjoy their work and indeed find their 
main gratifications in that direction. 
That is likely to continue so long as the 
individual exercises mastery over the 
work situation. If he is driven beyond 
the point of his capacity.or endurance, 
recreation or relaxation may be essential 
to restore his instrumental efficiency. At 
the other extreme there are social gather- 
ings ostensibly serving as occasions for 
congenial behavior only. Yet in terms of 
striving for status and recognition, par- 
ticipation may be largely instrumental 
for many of those present. 

Behavior that is neither congenial 
nor instrumental might be described as 
symptomatic. It does not fit into the pat- 
tern of the individual’s adjustment but 
may be regarded as a symptom of malad- 
justment. Symptomatic behavior is func- 
tional to the extent that it may be 
correctly appraised by the individual's 
associates or by a professional analyst. 
The symptoms may cause them to modify 
their behavior or to find ways to help the 
individual to modify his. Behavior which 
borders on the symptomatic in the eyes 
of the observer may be functional in re- 
lation to a most fundamental need. That 
is the desire to defend or enhance the in- 
dividual’s conception of himself. This 


conception is designated as the “phenom- 
enal self” in a recent book.!® It describes 
the various techniques used to meet 
threats which create feelings of inade- 
quacy or insecurity. This type of reaction 
frequently enters into behavior in the 
market place. It also constitutes a prob- 
lem for the market analyst in securing 
information since some lines of question- 
ing may offer an apparent threat to the 
respondents’ self-esteem., 

Personality structure changes during 
the course of the life history, bringing 
a corresponding shift in means-ends rela- 
tionships. The individual cherishes aspi- 
rations which he expects to see fulfilled 
at a later time, as well as demands for im- 
mediate gratifications. He counis on de- 
veloping capacities for later action be- 
yond the scope of his present powers. 
The evolution of the self is in the direc- 
tion of a more complex structure, both 
internally and in the process of continu- 
ous adaptation to the environment. The 
life history approach has been used in a 
tentative way in market analysis. There 
are much greater possibilities in that di- 
rection. For example, there may be a 
period for the typical individual in 
which controlling attitudes and prefer- 
ences become established for each major 
class of commodities. If that period 
can be identified, promotional efficiency 
could be greatly increased by expending 
most of the effort on just those people 
who are in the right stage of their devel- 
opment to respond. 


Social Interdependence of Means and 
Ends 


The psychology of personality in much 
of the current literature merges over im- 
* Donald Snygg and Arthur W. Combs, Individual 


Psychology (New York: Harper & Brothers, 1949), 
p- 128. 
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perceptibly into social psychology. It is 
now recognized that much of the struc- 
ture of personality is acquired in a social 


‘ setting. The ego is defined for the indi- 


vidual largely in terms of his relation- 
ships to various membership or reference 
groups. The fact that activities con- 
cerned with the drive for status are “ego- 
involved” places them in a central and 
dynamic position in his whole pattern of 
behavior.¢ 

In solving a problem for himself, the 
individual is perforce solving the same 
problem or some other problem for his 
associates. He participates in a system of 
action which owes its cohesion to the fact 
that all participants assume that it is a 
means for achieving their ends. In mar- 
keting systems as in other systems, the 
analyst must take account of the psycho- 
logical as well as technical factors af- 
fecting the productivity of a system. 
There are problems of communica- 
tion in achieving simple understanding. 
There are problems of negotiation in go- 
ing on from understanding to effect 
agreements. Emotional as well as rational 
factors determine the persistence of such 
working relations or the reactions when 
agreements are suspended. Market be- 
havior provides a rich vein of material 
for analysis by the social psychologist. 

Having presented a point of view in 
broad outline, a brief summary is in or- 


- der before going on to the contributions 


of the various psychological schools. The 
market analyst and economist are inter- 
ested primarily in the instrumental or 
problem-solving aspects of behavior. To 
solve a problem means to do something 
about the relationship of means and 
ends. Taking the individual’s behavior 
repertoire and his level of aspiration as 
given, the solution consists in. matching 


* Muzafer Sherif and Hadley Cantril, Psychology 
of Ego-Involuement (New York: John Wiley and 
Sons, 1947), p. 135. 


means and ends. In a second type of situ- 
ation, the behavior repertoire must be 
modified in relation to ends. In a third 
type of situation, the level of aspiration 
must be adjusted in relation to means. 
The psychological topics of rational in- 
sight, learning, and motivation are es- 
pecially important for this analysis. 
Those aspects of problem-solving can be 
integrated within the framework of a 
functional theory of personality. All psy- 
chology becomes social psychology when 
the interdependence of ends and means 
for associated personalities is granted. 

Every leading school of psychology be- 
gan with revolt against some previous 
viewpoint. It first goes through a diver- 
gent stage in which its leaders push to the 
extreme their unique claims for atten- 
tion. Doctrines persist as controversial 
weapons even though they may not be 
essential to the basic position taken. 
Later on a more conciliatory attitude de- 
velops. A convergent stage begins in 
which a school draws closer to other es- 
tablished lines of thought either by 
adopting some of their insights or by in- 
vestigating their key problems by meth- 
ods of its own. While all of the schools 
to be mentioned here were founded in 
the twentieth century, their evolution 
has been rapid. All have passed out of 
their divergent stage and are well along 
in the stage of convergence. Gestalt, be- 
haviorism, and psychoanalysis have all 
contributed to the broader functionalism 
that is developing today. 


RATIONAL INSIGHT IN GESTALT 
PsyCHOLOGY 


Gestalt psychology arose in German 
as a revolt against the associationism 
which holds that all mental images are 
built up out of many small sensory ele- 
ments. It started as a theory of perception 
which held that the whole has overriding 
importance as compared with its parts. 
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The word “gestalt” is the German for 
pattern or configuration. The mind was 
said to be innately equipped to see any 
situation instantaneously in terms of a 
dominant configuration. The leading fig- 
ures in this school all immigrated to the 
United States in the midst of their ca- 
reers. While they shared with the behav- 
iorists the belief that psychology should 
develop as an experimental science, they 
were opposed to them on some key 
points. They emphasized the role of ra- 
tional insight and conscious thought. For 
the strict behaviorist, consciousness was 
not a meaningful subject for study since 
it was believed to have no causal influ- 
ence. Gestalt psychologists were able to 
devise experiments which indicated that 
insight rather than mere fumbling trial 
and error was present in the problem- 
solving of laboratory animals.’ 

Gestalt became the gospel of the here 
and now. The subject solved his problem 
in terms of the structure of the immedi- 
ate situation. Past experience had little 
to do with his ability to find a solution. 
Habit was not acknowledged as a tool 
but was regarded as a hindrance to be 
overcome. In its early stages, gestalt had 
little to say about learning or motivation. 
It did lay the groundwork for a more 
comprehensive psychology of problem- 
solving. It had some useful things to say 
about principles of organization which 
guided the individual in grasping a prob- 
lem situation. 

The position of gestalt with respect to 
the lack of relevance of past experi- 
ence was moderated somewhat by Kurt 
Koffka. His position is that past experi- 
ence may be necessary but not sufficient 
for the solution of problems through ra- 
tional insight. He formulated laws of or- 
ganization which operate both in percep- 


™ Wolfgang Kohler, The Mentality of Apes (New 
York: Harcourt, Brace and Co., 1925). 


tion and learning. These laws are sug- 
gestive for the analysis of any problem 
situation. He also stated a general prin- 
ciple of action. According to this princi- 
ple the individual will act in such a way 
as to reduce tensions anywhere with the 
behavioral field consisting of the ego and 
its environment.'® 

In its later forms gestalt comes to be 
known as field theory. The field is com- 
prised by the individual and his environ- 
ment. The field has a structure from the 
viewpoint of the individual consisting of 
the possibilities which are open for ac- 
tion or by the obstacles which obstruct 
action. The emphasis shifts from mere 
perception to movements or manipula- 
tions to accomplish results with the field 
of action. The man primarily responsi- 
ble for this shift of emphasis was Kurt 
Lewin, who had been associated with the 
leaders of gestalt in Europe. His thought 
developed along somewhat independent 
lines in this country. Motivation was one 
of his primary interests and he developed 
the concept of level of aspiration. He 
made use of terms drawn from the math- 
ematical fields of topology and vector an- 
alysis to express some aspects of the ori- 
entation of action within the field.’® 

Current functionalism can draw ex- 
tensively upon gestalt concepts pertain- 
ing to problem-solving. Gestalt psychol- 
ogy has the same predilection for experi- 
ment and loses little of its own value by 
receding from extreme positions on such 
issues as the relevance of past experience. 
Gestalt ideas have strongly influenced 
leading psychologists and_ sociologists 
who are not strictly members of that 
school themselves. A few people with this 
type of background are now active in 
market analysis and attitude research. 

*Kurt Koffka, Principles of Gestalt Psychology 
(New York: Harcourt, Brace and Co., 1935), p. 367- 


* Kurt Lewin, Principles of Topological Psychol- 
ogy (New York: McGraw-Hill Book Co., 1936). 
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Throughout the social sciences it has ex- 
erted a healthy corrective influence for 
the tendency to discount the role of ra- 
tionality and to magnify the irrational 
and nonrational aspects of behavior. To 
the extent that rational decision-making 
is a major interest in marketing and eco- 
nomics, gestalt may be recommended as 
the most inviting approach to an under- 
standing of how it functions. 


BEHAVIORISM AND THE THEORY 
OF LEARNING 


Early behaviorism, like gestalt, was a 
fighting faith. It constituted a rebellion 
against several positions prevailing at 
that time. On the methodological side, it 
repudiated introspectionism or the no- 
tion that valid information could be ob- 
tained from the subject’s verbal reports of 
his thoughts and feelings. Its theoretical 
objective was to explain behavior in 
strictly mechanistic terms eventually re- 
lated to movements of impulses along 
nerve tracts. The physiological unit un- 
derlying all behavior was the simple re- 
flex arc by which a stimulus led to a pre- 
determined response. 

The fundamental factor in learning 
was the conditioned reflex. Everyone has 
heard of Pavlov’s dogs which were condi- 
tioned by being offered food after the 
ringing of a bell. Thereafter saliva would 
drip from their jaws whenever the bell 
was rung even though no food was of- 
fered. The learning of any new pattern 
of behavior by either animals or humans 
was supposed to rest on extensions and 
elaborations of this simple process. 

In its more recent developments be- 
haviorism constitutes a more ample and 
flexible framework of thought. Most rep- 
resentative of the school today is Clark 
Hull.?° Instead of the direct connection 
between stimulus and response, Hull 


*Clark Hull, Principles of Behavior (New York: 
D. Appleton-Century, 1943). 


finds that there are four elements in 
every act of learning. These elements are 
drive, cue, response, and reward. The 
term “cue” corresponds here to stimulus 
in the earlier analysis. Drive is recog- 
nized as a separate factor and might be 
characterized as a state of readiness of 
pent up energy which is released into ac- 
tion by the cue. The reward is the gratifi- 
cation arising from success in whatever is 
attempted. 

The reward re-enforces the effect of 
learning. Adequate reward has been 
shown to reduce the number of trials 
necessary to learn a new pattern of be- 
havior. Hull’s work, stating his position, 
is highly technical but he has been ade- 
quately interpreted in popular style by 
two of his followers. This interpretation 
will be found in “Social Learning and 
Imitation” by Neal Miller and John Dol- 
lard.*1 

A psychologist who offers one of the 
most satisfactory perspectives for the ap- 
plied fields has been mentioned previ- 
ously. This writer, E. S. Tolman of the 
University of California, is classified by 
many as a behaviorist, although he pre- 
fers to call himself a gestalt psychologist. 
He designates his special version as “sign 
gestalt.’” He contends that the individual 
does not learn mere sequences of move- 
ments but paths to a goal. All action is 
oriented toward the achievement of goals 
and the individual learns to recognize 
certain things as signs pointing the way 
toward the goal. His leading work is still 
a fundamental source even though it was 
published in 1936. It was called Purpo- 
stve Behavior in Animals and Men. 
There is also available a much more re- 
cent statement of Tolman’s general posi- 
tion. It appears as a chapter in a book 
previously referred to, Toward a Gen- 


*™ Neal Miller and John Dollard, Social Learning 
and Imitation (New Haven: Yale University Press, 
1941). 
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eral Theory of Action. While Tolman is 
often classified as a behaviorist, he is by 
no means a simple stimulus and response 
behaviorist. In fact, one of his most in- 
fluential ideas is what he calls “interven- 
ing variables.” These are the factors 
which intervene between stimulus and 
response but which are not accessible to 
direct observation and the existence of 
which can only be inferred. These inter- 
vening variables include the individual’s 
attitudes and values and the whole set of 
relationships making up what Tolman 
calls his behavior space. 

Behavioristic psychology was the first 
type to have a major impact on advertis- 
ing. John B. Watson wrote what is still 
the best known work in the field.2”7 He 
then left university teaching to become 
a member of the staff of the largest adver- 
tising agency in the world. This was 
more than a fortuitous circumstance in 
the career of an individual. Behavioristic 
thinking was quite congenial to advertis- 
ing executives of that day. They could 
readily accept the notion that their re- 
sponsibility was to implant buying hab- 
its that would be exercised automatically 
on behalf of the products which they rep- 
resented. They had practical reasons for 
discounting the importance of rational 
thought in every day behavior, parallel- 
ing the theoretical reasons of the behav- 
ioristic psychologists. 

Behavioristic assumptions are still 
valid over a large part of the field of mar- 
keting. Most of the consumer purchases 
on any given day are largely controlled 
by habit. The pattern of buying habits is 
stable enough to allow short range fore- 
casts of demand to be made within a 
moderate range of error. The fallacy lies 
in the underlying assumption that be- 
cause much behavior is routine no other 


™John B. Watson, Psychology from the Stand- 
point of a Behaviorist (New York: J. B. Lippincott: 
& Co., 1919). 


kind is possible. Actually routines in the 
market place may not spring from the 
conditioned reflex but from a rational 
decision that certain types of transactions 
deserve nothing more than routine han- 
dling. The marketer should avoid the 
false distinction of thinking of himself as 
a problem-solver but regarding his cus- 
tomers as elements subject to manipula- 
tion. Many of the detailed findings 
of behaviorism will serve equally well 
within the framework of a psychology of 
problem-solving. 


PsYCHOANALYsIS, AN APPROACH TO MotTI- 
VATION 


Psychoanalysis originated outside the 
domain of professional psychology. 
Freud and other pioneers were practising 
physicians interested in the treatment of 
deranged or neurotic individuals. They 
developed a theory of motivation out of 
their clinical experience. Other psycholo- 
gists concentrating on motivation had re- 
lied on the notion of multiple instincts. 
William McDougall, for example, listed 
twelve basic drives. While Freud, Jung, 
and Adler developed theories that were 
essentially instinct theories, their views 
were considerably more sophisticated 
than those of earlier students of motiva- 
tion. 

Freud and the other psychoanalysts 
posit a conflict of motives based on 
instinctive drives to explain neurotic 
breakdowns. There are several distinct 
formulations of this view, including an 
earlier and a later version by Freud him- 
self. The common feature is the polariza- 
tion of motivation around two conflict- 
ing tendencies. In his earlier work Freud 
found the central conflict to lie between 
the instinct of self-preservation and the 
instinct of reproduction. The struggle 
between the ego and the sexual libido 
took on many forms. Impulses which the 
ego would not consciously recognize 
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were driven back into the unconscious. 
In order to reorganize the individual’s 
motivations these suppressed desires had 
to be brought out in the open. It is this 
theory of the pervasive influence of sex 
which continues to stand for Freudian- 
ism with the majority of laymen and 
many of Freud’s followers. 

In his later years Freud shifted the fo- 
cus of his theory by bracketing the ego 
drive and the libido under a life instinct 
and opposing to this concept a death in- 
stinct. He felt increasingly the need for 
some means of explaining the aggressive 
and destructive tendencies of humanity. 
Hostility is presented as the natural atti- 
tude of members of a group toward out- 
siders but is said to be moderated within 
the group by gentler sentiments, arising 
out of the libido. This fleeting sketch, of 
course, does scant justice to Freud. His 
bold theories would be very significant 
in the history of psychology if they had 
done nothing more than precipitate a 
concerted attack on the problem of mo- 
tivation. 

Jung and Adler must be disposed of 
in even briefer compass. Carl Jung elab- 
orated the biological and mythical as- 
pects of psychoanalysis. Alfred Adler 
leaned toward the social and common- 
sense elements. For Jung the concept of 
libido was broadened to correspond to 
the total vital energy of the individual 
seeking an outlet through many chan- 
nels. The concept of the unconscious was 
elaborated to distinguish between the 
personal unconscious and the collective 
conscious. The latter represents the ulti- 
mate psychic reality which the individual 
must penetrate in order to establish a 
sense of oneness with mankind. One of 
Jung’s concepts which has passed into 
common parlance is his contrast between 
the introvert and extrovert types of per- 
sonality. 


The basic instinctive drive for Adler 
is the will to power. In some individuals 
this instinctive drive collides with an 
inferiority complex and eventuates in 
various types of compensation for infe- 
riority. The socialization of the individ- 
ual starts in early childhood. The social 
adjustment of the child sets a style of life 
which will condition the way in which 
he will meet all of his subsequent prob- 
lems. The healthy individual is one who 
has achieved a balance between his ego- 
istic and altruistic motivations. 

The most influential contemporary 
exponents of psychoanalysis have tended 
to follow Adler in their emphasis on so- 
cial and cultural factors while still insist- 
ing on their primary loyalty to Freud as 
the founding father. Franz Alexander is 
a relatively orthodox follower of Freud’s 
later viewpoint. He prefers to speak of 
constructive and disintegrative tenden- 
cies rather than of a life and death in- 
stinct. These tendencies are supplemen- 
tary aspects of a continuous process 
rather than standing in direct opposi- 
tion. He grants the importance of the 
social environment in shaping personal- 
ity. He stresses the irrational factors in 
social action particularly in his writings 
for a popular audience.* 

Greater divergence from the ideas of 
Freud and still greater emphasis on the 
social factors shaping motivation are rep- 
resented by Erich Fromm and Karen 
Horney. Both emphasize the social inter- 
dependence of individuals. Both find the 
source of maladjustment in the anxiety 
created by the individual’s sense of lone- 
liness and isolation. Karen Horney de- 
scribes some general attitudes character- 
izing the individual’s attempts to deal 
with problems of social relations. These 
are the alternatives of moving toward 


™Franz Alexander, Our Age of Unreason (New 
York: J. B. Lippincott and Co., 1942). 
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people in the psychological sense, mov- 
ing against people and moving away 
from people.** Another set of concepts 
which is pertinent to a psychology of 
problem-solving deals with the conse- 
quences of unresolved conflicts. Waste of 
energy or misdirection of effort occurs in 
three principal ways. One is general in- 
decisiveness in either large or trivial af- 
fairs. Another is the ineffectual or half- 
hearted application of effort. Still another 
is the inertia resulting from the lack of 
clearly defined objectives. These weak- 
nesses correspond more or less to the 
three fundamental problem situations 
which have been described. Of some spe- 
cial interest in the writings of Fromm is 
his description of what he believes to be 
the destructive effect on personality of 
the marketing orientations in modern 
economic life.” 

Psychoanalysis, even as reformulated 
by such writers as Horney, goes beyond 
the limits commonly imposed by the sci- 
entific spirit. Its exponents stand ready to 
explain any aspect of human motivation 
or development. Its sweeping generaliza- 
tions are neither internally consistent nor 
tested by the available empirical findings. 
Yet the total impact on the psychology of 
motivation has been a solid and mo- 
mentous achievement. Scientific psychol- 
ogy has been challenged to accept or dis- 
prove the Freudian principles. As a result 
it has doubtless come to grips more speed- 
ily with some of the most difficult prob- 
lems in its field. The importance of emo- 
tional forces as compared with rational 
considerations has been established be- 
yond cavil. The existence of unconscious 
motivations has been demonstrated and 


™ Karen Horney, Our Inner Conflicts (New York: 
W. W. Norton & Co., 1945). 

*Erich Fromm, Man for Himself (New York: 
Rinehart & Co., 1947), p. 67. 


much new light has been shed on the 
problems of inner conflict. Psychoanalysis 
can serve the market analyst as a source 
of hypotheses about market behavior but 
like all hypotheses they will need to be 
tested by the facts. In this respect its gen- 
eralizations about motives are in the same 
position as much economic theorizing 
which has yet to be checked by factual in- 
vestigation. 


ADJUSTMENT BY THE WHOLE 
PERSONALITY 


The psychology of personality origi- 
nated in part as a protest against the 
overspecialized treatment of separate top- 
ics in psychology. Its exponents hold that 
the individual personality can only be 
understood as an organic whole. There 
is a structuring of internal organization 
reflecting both the biological nature of 
the individual and elements which are so- 
cially derived. Gordon W. Allport is a _ 
pioneer of this viewpoint. He suggests its 
essential character in defining personal- 
ity as follows: “Personality is the dy- 
namic organization within the individ- 
ual of those psycho-physical systems that 
determine his unique adjustment to his 
environment.”2¢ 

This definition suggests several of the 
concepts which characterize the psychol- 
ogy of personality in addition to its in- 
sistence on the whole person as its subject 
of investigation. These are the ideas of 
structure, continuous development and 
individuality. These concepts are central 
to most discussions, but methods of ex- 
position differ substantially. For exam- 
ple, both Ross Stagner and Gardner 
Murphy speak of three levels of personal- 
ity structure but they are not using the 
word level in the same sense. The three 


* Gordon W. Allport, Personality: A Psychological 
Interpretation (New York: Henry Holt and Co., 
1987), P- 48. 
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levels for Stagner pertain to perception, 
motivation, and overt behavior.” At all 
three levels he believes that structural 
variation takes place in two directions 
both related to the goals of individual 
activity. The individual attempts to ap- 
proach or to avoid the specified object. 
In either approach or avoidance, activity 
may vary as to degree of intensity. 

The three levels of structure dis- 
cussed by Murphy are related to the 
process of the maturation of the individ- 
ual. In infancy, responses tend to be 
simple and diffuse. Later on, response 
becomes more and more specific in rela- 
tion to variations in the stimuli pre- 
sented. Finally, organized relations are 
established among the differentiated ele- 
ments of behavior. The most highly 
structured personalities are organized 
around dominant attitudes or goals. The 
self emerges into consciousness in the 
early stages of this process of differenti- 
ation. The self which the individual per- 
ceives is the product of his interaction 
with his environment and with other 
people. From the standpoint of the psy- 
chology of problem-solving there are im- 
portant qualifications to be found in this 
picture of development. One result of the 
effort toward adjustment is that the indi- 
vidual evolves into a somewhat different 
personality both as to needs and abilities 
and thereby is confronted with a new set 
of problems. 

These writers on personality tend to 
emphasize the unique adjustment of the 
individual rather than explaining his be- 
havior by means of common motives. In 
this respect they are in opposition to the 
psychoanalysts. Each personality tends to 
achieve its own peculiar -balance, draw- 


*™Ross Stagner, Psychology of Personality (New 
York: McGraw-Hill Book Co., 1948), p. 70. 

* Gardner Murphy, Personality: A Biosocial Ap- 
proach to Origins and Structure (New York: Harper 
and Brothers, 1947), p. 62. 


ing upon its cultural environment for 
elements it needs. Another book in the 
field attempts to combine social learning 
and the dynamics of inner conflict to ex- 
plain the evolution of personality. The 
view is expressed that the psychiatric 
clinic offers the chief opportunity to 
study motivation since only persons in 
dire need will reveal their motives 


frankly. A chapter on reasoning and: 


planning is especially interesting to the 
market analyst. Reasoning is said to con- 
sist in part of transferring trial and error 
from the actual situation to the symbolic 
level. More significant, however, is the 
way the problem-solver is enabled to 
work backward from the goal and thus 
discover a route to a solution.”® 

The Parsons and Shils book previously 
mentioned had a chapter entitled “Per- 
sonality as a System of Action.” This 
statement interprets the total personality 
within the framework of a theory of 
problem-solving. One of its several vir- 
tues is the effective integration of learn- 
ing and habit formation into this general 
theory. These processes are designated as 
mechanisms when they are viewed in re- 
lation to the problems of the personality 
system. Three types of mechanisms are 
distinguished which are of direct interest 
to marketing. These are the mechanisms 
of allocation, defense and adjustment. 
The individual allocates his resources 
among his various needs or opportuni- 
ties. He defends the integrity of the sys- 
tem by resolving conflicts among his vari- 
ous needs. He recognizes that adjustment 
to the external environment is a condi- 
tion for survival and satisfaction. 


FUNCTIONALISM IN SOCIAL PSYCHOLOGY 


Social psychology places the function- 
ing of the individual personality in the 


* John Dollard and Neal E. Miller, Personality and 
Psychotherapy (New York: McGraw-Hill Book Co., 
1950), p. 110. 
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perspective of his interdependence with 
other personalities. It is only at this level 
that psychology begins to be fully service- 
able to the economist and the market an- 
alyst. 

It is essential to build upon an analysis 
of individual adjustment if social psy- 
chology is not to remain at the level of 
mere social philosophy. The individual is 
a biological organism which is also a 
member of a group. Psychology becomes 
social in working out the implication of 
group membership. 

A large amount of experimental evi- 
dence has been accumulated to show how 
the group situation influences the indi- 
vidual. Sensory impressions are influ- 
enced as well as overt behavior. Results 
on discrimination of colors or odors 
come out differently when subjects are 
tested individually and in groups. The 
group situation affects both the speed 
and the accuracy of performance in cer- 
tain assigned tasks. Participation in 
group activities can change such appar- 
ently fixed preferences as taste for foods. 
This aspect of group behavior has impli- 
cations both for marketing and for mar- 
keting research techniques. Numerous 
examples are summarized in one of the 
well-known texts on the subject.*° 

Of still greater significance is the de- 
sire to belong and the struggle for status 
in relation to various membership and 
reference groups. Individuals are loyal to 
groups because groups are instrumentali- 
ties for achieving individual ends. Some- 
times the most coveted goal is member- 
ship in the group and the feeling of 
prestige and security that comes from be- 

longing. Sherif calls this type of attitude 
“ego-involvement.”” This concept is pre- 
sented in the book just cited and more 
fully developed in his collaboration with 


*” Muzafer Sherif, An Outline of Social Psychology 
(New York: Harper and Brothers, 1948). 


Cantril previously mentioned. Wherever 
the question of personal worth is in- 
volved the direction and intensity of in- 
dividual effort is affected in variqus ways. 
The ego is held to be entirely a product 
of social interactions rather than assum- 
ing an innate egoistic drive as do the psy- 
choanalysts. 

Another concept relating the individ- 
ual to the group is that of playing a role 
in group activity. A group which persists 
for any length of time tends to attain a 
structure in which roles are assigned to 
its members. An individual may belong 
to various groups and play very different 
roles in each. Of special significance is 
the role of leadership. In loosely organ- 
ized groups this role is not continuous 
but one individual may lead in one activ- 
ity but be supplanted by another when 
the activity changes.*? Leadership in con- 
sumption is a significant phenomenon of 
marketing. Here also an individual may 
influence his fellows markedly with re- 
spect to one product but less so with re- 
spect to prevailing preferences for an- 
other type of product. The whole process 
of attitude formation is a complex group 
process rather than merely an aspect 
of individual behavior. Market analysis 
must find more effective ways of dealing 
with groups rather than merely isolated 
individuals. 

While this discussion has ranged 
widely over the field of psychology, it 
has observed some strict limitations. The 
purpose has been to provide a perspec- 
tive on psychology from the viewpoint of 
application in marketing rather than to 
undertake an exhaustive review of all as- 
pects of modern psychology. At the same 
time the material used has come almost 
entirely from the writings of psycholo- 
gists. There are insights to be drawn 


™ T. M. Newcomb, Social Psychology (New York: 
Dryden Press, 1950). 
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from sociology and anthropology which 
are quite as important for the market 
analyst. This is not an attempt to con- 
struct a general theory of behavior 
but rather to survey the psychological 
groundwork for such a theory. It is 
hoped that it may provide some guide- 
posts for the market analyst who turns to 
psychology for a theoretical perspective 
on problem-solving. The functionalist 
view in social psychology leads to a con- 
ception of the marketing process as group 
interaction by individuals each intent on 
solving his own problems. 

The market analyst who desires a more 
comprehensive review of trends in psy- 
chology will find special interest in a re- 
cently published History of American 


Psychology.® A final chapter lists lead- 
ers past and present in many fields of psy- 
chology including those which have been 
mentioned here. The author quotes J. S. 
Bruner and G. W. Allport as having 
identified 37 different schools or ap- 
proaches in psychology. It is stated, how- 
ever, that all of these can be reduced to 
two contrasting viewpoints, psychologi- 
cal knowledge as an end in itself and 
psychology as a means for the solution of 
the problems of society. The scientist and 
the problem-solver pose issues of conflict 
and cooperation even when they exist in 
the same personality. Those are issues 
which each market analyst and econo- 


‘mist must resolve in his own way. 


"A. A. Roback, History of American Psychology 
(New York: Library Publishers, 1952). 
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THE QUANTITY-LIMIT RULE AND THE 
RUBBER TIRE INDUSTRY 


WARREN W. LEIGH 
The University of Akron 


air trade legislation, Robinson-Pat- 
| pot litigation, and anti-trust activi- 
ties have made business executives and 
marketing economists increasingly con- 
scious of the impact of the law on mar- 
keting operations. The January 4, 1952, 
Quantity-Limit Rule promulgated under 
Section 2 (a) of the Robinson-Patman 
Act by the Federal Trade Commission 
surpasses in its implications and possible 
effects upon our pricing and distribution 
systems any other single legal action. 

The quantity-limit proviso of Section 
2 (a) of the Robinson-Patman Acct states: 
“Provided, however, that the Federal 
Trade Commission may, after due inves- 
tigation and hearing to all interested par- 
ties, fix and establish quantity limits, and 
revise the same as it finds necessary, as 
to particular commodities or classes of 
commodities, where it finds that avail- 
able purchasers in great quantities are so 
few as to render differentials on account 
thereof unjustly discriminatory or pro- 
motive of monopoly in any line of com- 
merce; and the foregoing shall then be 
construed to permit differentials based 
on differences in quantities greater than 
so fixed and established: . . .” 

Under the authority of this proviso 
the Commission imposed Quantity-Limit 
Rule 203-1, effective April 7, 1952, which 
set the quantity-limit for tires and tubes 
for use on motor vehicles at 20,000 
pounds for one order and one delivery. 
The U. S. District Court of Washington, 
D. C., on March 7, 1952, handed down 
an order staying application of the Rule 
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pending the Court’s final disposition of 
the case. 

This new venture in the legal control 
of business has elicited little general in- 
terest because the Rule applied only to 
the tire and tube industry. On the con- 
trary, it should have occasioned a great 
deal of interest and wide discussion for 
its economic implications are broad, per- 
vasive and significant. The Rule estab- 
lishes a “‘new economic policy” in sharp 
contrast to that which has been our lode- 
star over the years. As a business control 
tool, the possibilities of this Rule are far 
reaching, as the following quotation 
shows: 


. while we, in cooperation with 
the National Federation of Independ- 
ent Business, were asking the Commis- 
sion, through the House Small Busi- 
ness Committee, to use this Section 2 
(a), the nation’s independent grocers 
were petitioning for the same FTC in- 
tervention in their field to protect 
them against unfair price discrimina- 
tions they were suffering. And since 
1947 independents in other industries 
have made plain that they, too, would 
be interested in similar action in their 
fields. A victory for FTC in the tire 
case could spread like wildfire to other 
fields.’’? 


Finally, considering the ease with 
which the Federal Trade Commission 
majority glided over the questions of 
facts and law, this quantity-limit princi- 


*George J. Burger, quoted by William Simon, 
“Legal Price Fixing,” Business Practices, 1951 Sym- 
posium, CCH, pp. 92-93. 
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ple could be applied readily to control 
or reshape a wide variety of industries. 
Consequently, a thorough analysis and 
consideration of Federal Trade Commis- 
sion Rule 203-1 seems not only advisable, 
but imperative. 

This article proposes to (a) examine 
briefly the historical setting and aim of 
the quantity-limit proviso (b) evaluate 
economically the facts and findings un- 
derlying and the implications of the 
Commission’s ruling and (c) analyze the 
probable economic effects of the Rule, 
particularly as applied to the tire and 
tube industry. 

The viewpoint expressed is that of the 
economist and business administrator 
and the treatment is objective in so far as 
possible.? 


HISTORY AND PURPOSE OF QUANTITY- 
LimIT Proviso 


A growing belief that unfair trade 
practice abuses were a significant ele- 
ment in the development of monopoly, 
among other things, gave rise to the pas- 
sage of the Federal Trade Commission 
and the Clayton Acts. The debates on 
these measures clearly disclose the intent 
of Congress to declare illegal all prac- 
tices regarded as likely to promote mo- 
nopolies and to eradicate them in their 
incipiency. During the course of those 
debates, Senator Walsh of Montana in 
referring to the Clayton Act said: “The 
purpose of the legislation of which the 
pending bill forms a part is to preserve 
competition where it exists, to restore it 
where it is destroyed and permit it to 
spring up in new fields.’’* 

* The reader should be forewarned that the writer 
may be biased. He has consulted with the rubber 
companies on this case. Moreover, he is not a strong 


believer in government control of industry, even 
though he served both in O.P.A. and W.P.B. during 
the war. 

* Everett MacIntyre, “Section 2(a) of the Clayton 
Act”—its application to the quantity price, Robin- 
son-Patman Act Symposium, 1948 Edition, CCH. 


The competition to which Senator 
Walsh referred was not “soft competi- 
tion” but rather that more rugged vari- 
ety which represents the bidding of busi- 
ness rivals for resources and attempts to 
lure customer dollars by means of better 
products, innovations, lower prices and 
better services, with the result that busi- 
ness efficiency is improved, costs are low- 
ered and consumers reap the reward of 
better products at lower prices.* 

The 1936 amendment, known as the 
Robinson-Patman Act was not intended 
to change this basic economic principle, 
as the following excerpt from a House 
Report shows. “It is the design and in- 
tent of this bill to strengthen existing 
anti-trust laws, prevent unfair-price dis- 
criminations, and preserve competition 
in interstate commerce. It is believed to 
be in the interest of producer, consumer, 
and distributor.”® 

Regardless of the tendency of the De- 
partment of Justice to confuse bigness 
with monopoly, the basic concept under- 
lying the anti-trust laws and the Federal 
Trade Commission’s anti-monopoly ac- 
tivities, until it began to “feel its oats,’’® 
has been the preservation of competition 
and the type of competition which would 
function as an automatic regulator of 
economic activity, a promoter of business 
efficiency and a protector and benefactor 
of the consumer.’ 

The quantity-limit proviso was not 
a part of the bills introduced for the pur- 

* This implies “workable” competition rather than 
the “pure” Adam Smith variety. 

5 74th Congress, Second Session, Judiciary Commit- 
tee Report No. 2287. 

* Commissioner Lowell B. Mason, “Business Prac- 
tices Under Federal Anti-Trust Laws,” 1952 Sym- 
posium, CCH, p. 53. 

‘Essentially this seemed to be the fundamental 
thinking of the Federal Trade Commission also, if 


the view of Corwin Edwards reflects it, for Edwards 
declares that 

“Such obstacles prevent competition from auto- 
matically guaranteeing that productive capacity will 
be fully utilized, that prices will express only neces- 


1 
f 
l, 


138 


THE JOURNAL OF MARKETING 


pose of amending Section 2 of the Clay- 
ton Act. It was introduced by an attorney 
representing the U. S. Wholesale Gro- 
cers’ Association and became a part of 
the Robinson Bill (S3154). Aimed, ap- 
parently, to protect wholesalers against 
the competition of the chains and other 
mass distributors, it fixed a definite car- 
load quantity for discount purposes. As 
finally adopted, however, the quantity- 
limit of Section 2 (a) of the Robinson- 
Patman Act contains no such definite 
limitation. 

As nearly as can be determined, the 
aim of Congress in adopting this particu- 
lar proviso was to insure, in the words of 
Senator Patman, “that where a particular 
commodity is purchased in great quanti- 
ties by a very few large buyers that these 
large buyers would soon obtain a monop- 
oly® in the distribution of that commod- 
ity, then the Federal Trade Commission 
may establish a quantity-limit upon the 
showing that there is danger of a monop- 
oly.’”® 

Since the quantity-limit proviso per- 
mits the Commission to freeze competi- 
tion and preserve the status quo, which 


sary costs and minimum profits, that rewards will 
be proportional to efficiency and productivity, and 
that the allocation of resources will be such as to 
provide the largest possible aggregate production. 
Hence most economists have ceased to assert that 
competition should be the sole basis of public policy. 
. . . But although the maintenance of competition 
will not guarantee that the economy will work well, 
impairment of competition by monopolistic restric- 
tions, public or private, increases the chance that it 
will work badly. . . . Competition remains indis- 
pensable in a mixed economy, even though its func- 
tions are limited.” Maintaining Competition (New 
York: McGraw-Hill Book Co., 1949), pp. 7, 8 and 12. 

* Italics inserted by the writer for emphasis. 

*8o0th Cong.Rec. 7886. Senator Logan was even 
more definite in stating, “what we had in mind in 
the consideration of the provision was that there 
might be one concern or two concerns with such 
purchasing power that they could buy in such tre- 
mendous quantities that they would be buying with- 


out competition, that if such an occasion should - 


arise, and the discounts secured by reason of such 
purchases would tend to promote a monopoly or be 


philosophy is diametrically opposed to 
the basic premise of the anti-trust acts 
that the public interest is best protected 
by a free competitive market, its imposi- 
tion was hedged about by several definite 
requirements. These tests determine the 
need for, and legality of, such action as 
well as furnish criteria to direct the Com- 
mission in deliberating the case and to 
test the soundness of its decision. The 
Commission may impose quantity-limits 
on any industry, “after due investigation 
and hearing of all interested parties,’!° 
where it finds that: 


1. Available purchasers in greater 
quantities are few. 

2. The differentials granted these few 
purchasers are on account of quan- 
tity. 

3. These differentials on account of 
quantity are unjustly discrimina- 
tory or promotive of monopoly. 

A consideration of these points or 


measuring sticks constitute the next sec- 
tion of this paper. 


unjustly discriminatory, then the Federal Trade 
Commission, after hearing all parties would have 
power to say ‘Above a certain quantity you shall not 
have any quantity discounts.’” (80th Cong. Rec. 
6428) 

_ “After due investigation and hearing” is a most 
important phrase both legally and economically. In 
this instance the Commission sent out mail order 
questionnaires to manufacturers and to a large num- 
ber of distributors and dealers. The facts adduced 
were not made known, except for a summary table 
in the Commission’s notice of October 4, 1949. A 
“hearing” was scheduled at which briefs could be 
substituted but witnesses were neither called nor 
could the Commission’s case be rebutted for the facts 
underlying it were not made known. This type of 
hearing certainly did not fulfill the legal require- 
ment ordinarily attached to the word. Upon this 
point see the Trade Practice Bulletin, Vol. 4, No. 2, 
February. 1952, Washington, D. C. Moreover, the 
Commission’s economic investigation was limited. 
Since these facts were not presented so that they 
could be rebutted by the industry, the economic base 
laid was far too meagre for an action of such import. 
In the writer’s opinion, these facts alone constitute 
sufficient grounds for review of the Commission’s 
Ruling. 
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REQUIREMENTS FOR IMPOSITION OF 
QuantTiTy-LiMIT 


Few Purchasers 


Ours is a mixed economy with many 
oligopolic characteristics. Technological 
change, social policy and a maturing 
economy have all contributed to a de- 
cline in the number of firms in any given 
industry, so that “fewness is an impor- 
tant characteristic of the contemporary 
economic scene.’!4 Numerically and ac- 
tually, competition does not function in 
the terms laid down by Adam Smith. 
Therefore, the question is not, do we 
have “pure-competition” according to 
the classical model or how can we attain 
it, but do we have a workable competi- 
tive system that allocates resources rea- 
sonably well, achieves economic order in 
an unplanned economy and provides 
buyers with alternatives sufficient to en- 
able them, by shifting from one seller 
to another, substantially to influence 
quality, service or price.1* Within such 
a framework of reference the term “few- 
ness” of sellers or purchasers has great 
economic pertinency. 

“Fewness,” under the quantity-limit 
proviso, has an even more precise mean- 
ing. It means an absolutely small num- 
ber. Originally the word referred to 
numbers that could be counted on one’s 
fingers. In the debates in Congress on the 
proviso, the number of firms referred to 
was frequently one, two or three. The 
following quotations are typical: 


. what we had in mind in the con- 
sideration of this provision was that 
there might be one or two concerns 
with such purchasing power that they 
could buy in such tremendous quanti- 


“William Fellner, Competition Among the Few 
(New York: Alfred A. Knopf, 1949), p.v. 

* See Clair Wilcox, Competition and Monopoly in 
American Business, TNEC Monograph 21, Washing- 
ton, 1941. 


ties that they would buy without com- 
petition, . . 

“. . . the only exception is that where 
a particular commodity is purchased 
by a very few large buyers that these 
large buyers would soon obtain a mo- 
nopoly .. 


The Commission, through its in- 
vestigations, found that 63 purchasers 
bought tires and tubes in quantities of 
$600,000 to $50,000,000 annually. These 
buyers constituted 13/100 of 1 per cent 
of the total purchasers and their pur- 
chases accounted for 28.9 per cent of the 
total purchase volume. This number, the 
majority declared, constituted “few” 
and, due to the great disparity in size 
which existed between purchasers, this 
condition of “fewness” was directly re- 


lated to, and responsible for, the huge. 


concerns that existed in the industry. 

Mathematically and economically the 
contention that 63 constitutes “few” and 
threatens monopoly has no logical basis. 
Stigler shows that in any demand situa- 
ation where the market is divided by N 
sellers, as N or “the number of firms in- 
creases the probability of price competi- 
tion increases.”1° The probability of 
monopoly is far less when the same num- 
ber of firms are buyers.’® As regards in- 
novations and progress the smaller num- 
ber may even offer advantages.!? 

The final test of a workable competi- 
tive system is goods produced and dis- 
tributed so that consumers are allowed 


* Senator Logan, 80 Cong. Rec. 6428. 

* Senator Patman, 80 Cong. Rec. 7886. 

“George J. Stigler, The Theory of Price (New 
York: Macmillan, 1947), p. 233. 

* Ibid., p. 250. 

* See J. K. Galbraith’s article on “Monopoly and 
Concentration of Economic Power” in Howard S. 
Ellis, A Survey of Contemporary Economics (Phila- 
delphia: The Blakiston Company, 1948), p. 120. Gal- 
braith does not contend that this statement is true, 
but he offers some interesting examples of its appli- 
cation. 
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reasonable choice at reasonable prices. 
Even the smallest community offers the 
motorist the choice at stores of several 
brands of tires in several price ranges, 
plus various mail order brands. In the 
event he finds prices too high, as under 
government restrictions during 1951, he 
can turn to recapping. The Commission 
raises no question as to local competi- 
tion. Upon this point, Commissioner 
Mason pointedly asks “whether, when a 
number of concerns approaching 63 com- 
pete with each other in a particular mar- 
ket, these concerns are so few as to create 
difficulties for maintaining competition 
in that market.” 

In this case, 63 firms of various sizes, 
types and interests, without considering 
the competitive effects of the thousands 
of smaller firms, can hardly be called 
“few” in economic or in probability 
terms. If 63 firms constitute “few” then, 
as Commissioner Mason states, 111 indus- 
tries would be in a terrible plight for 
they do not embrace as many as 63 con- 
cerns altogether. 


Price Differentials on Account of 
Quantity 

The Commission found that the price 
differentials for Group I purchasers (un- 
der $10,000 annual purchases) ranged 
from zero to 16 per cent. The differen- 
tials lengthened until for Group 5 ($25,- 
000,000 to $50,000,000 annual purchases) 
they amounted to 30.5 per cent. The dis- 
counts on truck tires were slightly larger. 

The Commission found “that the dif- 
ferential on the greater quantities are in 
fact on account of quantity although 
. . . they are not expressly stated to be 
on account of quantity but arise princi- 
pally in connection with negotiated cost- 
plus contracts.” 

Thus, the Commission, by one fell- 
swoop, related all price differentials to 
size of purchasers and their annual pur- 


chases without considering how or where 
these buyers bought, whether they dis- 
tributed their own brands or manufac- 
turers’ brands, or whether they were 
wholesalers or retailers. 

The smallest retailer who paid the 100 
per cent price, as calculated by the Com- 
mission, received his small shipment of 
tires freight prepaid. The manufacturer 
or some large purchaser assumed the risk 
of his credit and of premature product 
failures. One or the other also bore the 
costs of selling to this small retailer. 

At the other extreme, some of the 
large purchasers who received discounts 
of from 26.0 to 30.5 per cent on passen- 
ger tires, somewhat more on truck tires, 
bought their own raw materials, invested 
hundreds of thousands of dollars in mold 
equipment, took tires f.o.b. at producer’s 
plant and assumed all transportation 
charges and branded and advertised the 
product thereby “carrying the market 
risk.”18 The assumption of these market- 
ing activities saved the seller money and, 
therefore, accounted for no insignificant 
part of the large discounts allowed. 

Chart I represents the distribution of 
tires to dealers and to a large wholesaling 
oil company. The cost segments por- 
trayed are illustrative only. 

Whether non-quantity factors ac- 
counted for one-tenth or nine-tenths of 
the price differentials allowed is immate- 
rial. They accounted for a part. The 
fact that the Commission neither in- 
vestigated nor recognized the relation- 
ship between marketing functions and 
costs in this case does not indicate a high 
degree of economic discernment. 

The fear of “economic power” loomed 
so large in the Commission’s mind, that 
it arbitrarily slammed the door, also, on 

* Office of Price Stabilization, OPR-62, emphasizes 
“carrying the market risk” as a primary point in 
setting off brand resellers and justifying a separate 


price regulation and naturally a lower price than was 
allowed to regular dealers. 
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CHART I 
AN ILLUSTRATION OF THE SHIFTING 
OF MARKETING FUNCTIONS 


No attempt has been made to r 
of the situation nor portray 


eSlect all the intricacies 
the actual function alecosts. 
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any consideration of the economics of 
scale as they apply to marketing. 

Quantities and functions in the ab- 
stract are quite different factors in the 
marketing calculus. Admittedly one tire 
can be sold at wholesale and one tire sold 
at retail but, as one swallow does not 
make a summer, neither does the sale of 
one item make a wholesaler. Actually 
scale, function and method frequently 
are inextricably intertwined. 

Historically, differences in quantity 
seem to have been the basis for distin- 
guishing wholesaling from retailing.’ 
Today, these quantitative differences are 
still quite marked as indicated by the 
size of stocks carried, size of average pur- 
chase order, size of average sale and total 
annual sales volume and the methods 
and equipment employed in wholesaling 
are only compatible with large scale op- 
erations. 

The exact nature and extent of econ- 
omies of scale as they apply to distribu- 
tion activities are not too definitely 
known; however, they are present and 
provable. Chain store organizations, for 
example, are finding large stores more 
efficient and profitable than small stores. 
Statistical studies of retailing show a de- 
clining cost curve until an “optimum” 
size store is attained.2® A study of tire 
dealers reveals that margins and costs de- 
cline with size.” 

While it is granted that large quantity 
discounts tend to favor the large pur- 


* The word “wholesaling” meant to sell “en gros” 
or quantity and “retailing” came from the word 
“detailing” or doling out in small quantities. 

*P. D. Converse and H. W. Huegy, Elements of 
Marketing (New York: Prentice-Hall, 1946), p. 320. 
New methods of retailing are materially advancing 
the position of optimum size. The Census, 1939, 
shows that wholesalers’ expenses of doing business 
decreased quite uniformly with increasing size. Cen- 
sus of Business, Wholesale Trade, Business Groups, 
1939, P- 2. 

™ Warren W. Leigh, Gross Margins and Net Profits 
of Tire Dealers, 1923-1947, pp. 36-39. 


chaser, yet to put arbitrary limits on pur- 
chases and to rule out price-savings on 
anything beyond a definite one-order, 
one-delivery quantity strips distributors 
and dealers of the right and opportunity 
to adjust their businesses to the most ad- 
vantageous scale, and prevents consumers 
from enjoying the benefits of such econo- 
mies. As R. S. Meriam put it, ... “Asa 
business economist, I must confess great 
difficulties in understanding how the 
same act can command both a state of 
effective competition and a costly organi- 
zation of industry in small units.” 

Moreover, by this Rule, the Federal 
Trade Commission makes it illegal to 
pass on to consumers the economies 
which may arise from different ap- 
proaches to the market. It is the lawyer’s 
function to argue the meaning of ‘‘differ- 
ent methods” of distribution within the 
meaning of Section 2 (a) of the Robin- 
son-Patman Act. Clearly, a retailer on 
Main Street, a mail order house, and a 
private-branding oil company that adver- 
tises and sells its product through oil dis- 
tributors to service stations, can hardly 
be called identical market operations or 
organizational forms. Presumably, com- 
petition can and should take place at the 
distributive levels, as well as in the pro- 
duction processes. 

At the turn of the century, new types 
of distributors—department stores, mail 
order houses, chains etc.—began tc ap- 
pear on the scene. These newcomers 
touched off a hot competitive struggle 
and caused a tremendous reshuffling in 
marketing organizations and a revitaliza- 
tion of the retailing system. 

The available data show that a large 
part of the competitive advantages of 
these newer types of distributors stems 
from the marketing economies they effect 


=“The Sherman Act and Business Economics,” A 
New Look at Antitrust Enforcement Trends, CCH, 


1950, P. 99. 


4 
| 
¢ 
+7 
; 
hal 
7 pe 
an 
— 


THE QUANTITY-LIMIT RULE AND THE RUBBER TIRE INDUSTRY 143 


and from integrating marketing proc- 
esses.25 The Federal Trade Commis- 
sion found that grocery and drug 
chains, while their purchase advantages 
amounted to only 1.39 and 1.81 per cent 
respectively, were able to sell to consum- 
ers at gross margins of 7.12 and 8.86 per 
cent lower than those of independent 
stores.** In the tire field the writer found 
that these new types of retailers had nar- 
rowed distribution spreads and had con- 
tributed thereby to the lowering of con- 
sumer tire prices.* 

Now, apparently by one simple rule, 
the Commission would attempt to emas- 
culate these new marketers economically 
and to limit thir functions, operations 
and mark-up to those characteristic of 
ordinary retailers. 

While quantity was a factor in deter- 
mining the price differentials given the 
large buyers, the Commission, had they 
analyzed the economic facts, could not 
have maintained that they were due to 
quantity alone. To maintain such a po- 
sition is to close the door to all economies 
of marketing, deny innovations and new 
organizational forms a place in distribu- 
tion and attempt to force the most dy- 
namic segment of the economy back into 
the mold of the 1880's. 


*™See Morris A. Adelman, “Integration and the 
Outlook for the Future” for an excellent discussion 
of integration. Business Practices Under Federal 
Anti-Trust Laws, CCH, 1951, p. 135. 

“Federal Trade Commission, Chain Stores, Prices 
and Margins of Chain and Independent Distributors; 
Memphis, Washington, Cincinnati, and Detroit, 1933. 
See tables 2-6. See also M. P. McNair’s “Marketing 
Functions and Costs,” and “The Robinson-Patman 
Act,” Law and Contemporary Problems, Vol. 1V, No. 
3, June, 1937. 

* Unpublished thesis, Warren W. Leigh, “Some 
Problems of Tire Distribution and their Effects,” 
Northwestern University, 1936. 

* For an excellent discussion of their entire subject, 
see Victor Lebow’s “Our Changing Channels of Dis- 
tribution,” JOURNAL OF MARKETING, Vol. XIII, No. 1, 
July, 1948, p. 12. 


Unjustly Discriminatory or Promotive of 
Monopoly 


To the layman “unjustly discrimina- 
tory” and “promotive of monopoly” ap- 
pear to be obverse sides of the same coin. 
The former term emphasizes the results 
of great or undue discrimination upon 
certain groups, while the latter phrase 
characterizes the monopolistic thrust 
given to the large, favored few. 

The Commission majority declared it- 
self particularly sensitive to the dangers 
inherent in the possible extinction of 
small dealers as well as to the “risks of 
monopoly.”” As proof of such a possible 
situation, it presented facts purporting to 
show that (a) tire dealer-distributor’s 
share of the market had declined from 
go per cent in 1926 to 48 per cent in 
1941, and again was trending downward 
from the 52 per cent recorded in 1947,77 
(b) a few large buyers, who are 5,000 
times as large as the smallest dealer, were 
gobbling up the market and (c) the larg- 
est tire manufacturers tended to procure 
the largest share of the big volume pur- 
chasers. All this, declared the Commis- 
sion, spelled “ ‘bilateral oligopoly,’ which 
is a reciprocal relationship between a few 
large sellers and a few large purchasers 
operating to dominate the market for 
their mutual benefit and to the injury or 
destruction of the smaller sellers, and the 
competitive system.” 

Let us briefly examine these three as- 
pects of the tire picture to see whether 
the Commission’s conclusions were well 
founded: 


Extinction of Tire Dealers 


The facts set forth by the Commission 
in this particular are taken from the 
writer's studies.2* These studies warrant 
no such sweeping conclusions. 

* Warren W. Leigh, Automotive Tire Sales by Dis- 


tribution Channels, 1947. 
* Leigh, op. cit. 
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In the first place, the Commission es- 
tablished a line of descent between the 
tire dealers of 1926 and certain dealer 
groups of today which will not bear his- 
torical study. Since only 34.7 per cent of 
the tire dealers of 1947 were in business 
in 1926, then 65 per cent are newcomers 
to the field.2® Nor does use of the term 
“traditional dealer group” serve as a fam- 
ily mantle to establish the lineage of the 
dealer group singled out. In the early 
years, the tire companies employed few 
dealers and sold direct to auto owners.*° 
Gradually a retailing organization com- 
posed of bicycle shops, garages, hardware 
and tire shops came into being.*? As car 
and truck registrations increased, tire out- 
lets expanded. These outlets embraced 
as wide and as varied a group as they do 
today. The identity and continuity of the 
dealer group is, therefore, purely a fig- 
ment of the imagination. 

Secondly, the “dealer-distributor 
group,” as used by the Commission, con- 
stitutes a “statistical delusion.’’*? As used 
in my study, the classification ‘“dealer-dis- 
tributor” refers to a hodge-podge of buy- 
ers who are catalogued on the manufac- 
turers’ books to receive a particular type 
of treatment and system of discounts. 
Originally the companies had practically 
all replacement-market distributors in 
this category. As markets grew, condi- 
tions changed, franchises altered, and 
sales methods became more refined, the 
manufacturers elaborated their account- 
ing systems and sales classifications. 
Naturally, as sub-groups of buyers were 
differentiated, the major or “dealer-dis- 


*” Based on an address by Donald M. Hobart. The 
Tire Dealer Becomes a Merchant, Curtis Publishing 
Company, 1947. 

*” Many old timers in the tire business have af- 
firmed this fact. 

Leigh, op. cit. 

* So catalogued by Commissioner Mason. 


tributor” classification grew smaller. An 
analogy might be a farmer who had four 
sons. The Commission would insist that 
now this farmer has but one son since 
one died, two married and one remains 
at home. In other words, the dealer 
group that accounted for 52 per cent of 
replacement sales in 1947, did not ac- 
count for more than 65-70 per cent of the 
total volume in 1926, is the writer's guess. 

Thirdly, the Commission’s conclusion 
drawn relative to the effect of price dif- 
ferentials on dealer numbers is contrary 
to fact. The 1929 Census shows tire and 
tube sales by outlets as follows: 


TIRE & TUBE SALES 


1929 
Number Retail 
Outlet Type Carrying Sales 
Accessory Stores 7,762 $ 58,824,141 
Battery-ignition 6,409 1,292,787 
Tire Shops 8,142 172,967,421 
Garages 66,793 50,501,771 
Filling Stations 26,777 98,563,224 
Automotive Dealers, 
etc. N.a.* 68,891,643 
$451,040,987 
Unaccounted for 82,013,013 
Total Tire, Tube Sales $533,054,000 


* N.a.—not available 


This tabulation suggests that perhaps 
150,000 dealers of varied types sold tires 
and tubes. Some 26,777 of them were 
filling stations which sold 18.5 per cent 
of the total dollar tire volume.®* 

A comparison of dealers for the years 
1929 and 1947 indicates the following: 

= This percentage would represent a far larger 


share of the unit volume since these outlets sold pas- 
senger tires almost exclusively. 
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Items 1929 1947 

Number of 

Dealers 150,000 (est.) §323,'750° 
Tire Units 

Sold 35,149,000 46,500,000° 
Per cent of 

Replacement 

Units 89.2 74.0 


* The U. S. Census in 1940 indicates that 305,670 
tire dealers of all types sold tires. Manufacturer 
owned stores, chain outlets and oil company owned 
“chain” outlets total 14,316. In 1947, as nearly as can 
be estimated, there were about 323,750 dealers ex- 
clusive of chain stores, tire manufacturer owned 
stores and company owned and operated service 
stations. 

> Represents the volume of the dealer-distributor 
group plus the units sold by dealer-operated oil sta- 
tions and dealer stores affiliated with chains. 


The wholesaling methods by which 
dealers are supplied have changed greatly 
over this period but small dealers are still 
present and active. During this period 
there has been a shift in the trade. Tires 
have improved in quality, become more 
in the category of convenience goods, and 
are far more widely advertised and dis- 
tributed. Also, more and more motorists 
have sought tires where they purchase 
their gasoline and oil.* | 

Furthermore, we might compare tire 
dealers’ life span, rate of entry and exit, 
and profits with those of dealers gener- 
ally. Of the 17 trades for which data are 
available, only two had smaller declines 
in the number of firms between 1939 and 
1943 and at the end of 1947 the tire trade 
was foremost in terms of percentage in- 
crease since 1939.* In regard to new tire 


* While filling stations were important dealer-and- 
volume-wise in 1929, i.e. they accounted for 18.2 per 
cent of dollar sales, they accounted for, perhaps, 30 
per cent of dollar sales in 1947. Note that we are stip- 
ulating “service station sales” and not “oil company 
sales” as catalogued in our 1947 study. 

*Wroe Alderson & Robert E. Sessions, Unjustly 
Discriminatory or Promotive of Monopoly, Defined 
and Applied to Tire Distribution, January 2, 1950, 
p. 36. 


dealers entering the field, the tire trade 
ranked third when the four years 1944 to 
1947 were considered as a whole.** On 
the other hand, dealer discontinuances 
were “significantly below the averages” 
for all retailing in each of the years (1944- 
1947, inclusive) covered. 

Profitwise, the evidence does not sug- 
gest that tire dealers are on the way to 
extinction. The writer found that during 
the years 1946-1948 the gross profit of 
tire dealers was about 3 per cent below 
their prewar (1923-1941) average, but 
their net profits were almost 100 per cent 
above the prewar average.®’ Likewise, the 
ratio of unprofitable dealers was much 
lower postwar. As compared to other re- 
tail trades, tire dealers ranked about av- 
erage. 


Large Buyers Gobbling Up the Market 


Percentagewise, the Commission shows 
that in 1947 the 63 largest purchasers ac- 
counted for 13/100 of one per cent of the 
purchases and for 28.9 per cent of the 
purchase volume. 

During the twenties and thirties, all 
fields of retailing felt the impact of the 
chain stores and mail order houses. A 
comparison of the sales position of tire 
selling chains with those of grocery, 
variety and other chains, indicates that 
the former are not unduly strong.** The 
entry of the oil companies into tire sell- 
ing added another disturbing element. 
Since 1939, however, the percentage of 
the market accounted for by all “mass 
distributor” sales has practically held 
constant.*° 


* Ibid., p. 33- 

* Warren W. Leigh, Gross Margins and Net Profits 
of Tire Dealers, 1923-1948. Submitted to Federal 
Trade Commission. 

* Leigh, op. cit., p. 13. 

* Ibid., p. 7. 
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Largest Manufacturers Secure Largest 
Buyers 


Are the largest manufacturers growing 
fat saleswise on the mass distributor busi- 
ness? Mason discredits this by showing 
that a number of the smaller companies 
control a very substantial portion of this 
volume. In fact, one of the smaller com- 
panies does by far the largest percentage 
of mass distributor business of any single 
company, and yet it has shown the high- 
est percentage profit to sales in the indus- 
try in two out of the last four years. Com- 
missioner Mason summed the situation 
up as follows: “The evidence before the 
Commission as to the dangers of monop- 
oly in the manufacture of tires is so frag- 
mentary and inconclusive as to be incap- 
_ able of supporting a finding.” 


Market Behavior 


Market behavior and not structure, in 
the final analysis, is the test of monopoly. 


“The doctrines of workable competition 
are concerned with the results of compe- 
tition as it exists, rather than with the 
structure of the market, the ‘position’ 
of any one company, or the mechanisms 
and procedures of competition, . . .’’* 

The selection by the Commission of 
large distributors such as chains, and to 
a lesser degree of oil company distribu- 
tors, to constitute the selling segment of 
“bilateral monopoly” seems most un- 
sound logically. Clair Wilcox, the writer 
understands, defines competition as “nine 
oligopolies and one chain.” Stocking and 
Watkins declare that “‘mass distributors 
have gone a long way toward restoring 
balance in wholesale markets. . . . (The 
real independents’ vis-a-vis the giant 
manufacturing companies are the chains, 
mail order houses and the like.)’’* 


Professor R. S. Meriam, op. cit., p. 97. 

“George W. Stocking and Myron W. Watkins, 
Monopoly and Free Enterprises (New York: The 
Twentieth Century Fund, 1951), pp. 316-317. 


The alleged monopolistic practices of 
manufacturers are restriction of output, 
market domination and maintenance of 
prices above the competitive levels. But 
large merchandising institutions have in- 
terests contrary to those of producers. 
They are interested in sales volume, fast 
turnover and wide markets; their prin- 
cipal sales tools therefore are “private” 
brands, mass appeal merchandise and 
lower prices. 

While large scale enterprise, either at 
the manufacturing or marketing level, 
may shift the emphasis of competition, 
such competition is neither less real nor 
serviceable.*? Products are better adapted 
to markets, product innovations are 
stimulated,** production and distribu- 
tion economies are effected* and firms 
offering unlike goods and services give 
new dimensions to competition as they 
struggle for a share of the consumers’ ex- 
penditures.*® 

So much for the reasons underlying 
the imposition of the quantity-limit. Be- 
fore examining the probable effects of 
the action on the Tire Industry, a brief 
examination of the carload limit is neces- 


sary. 


The Carload Quantity 


The principle of the quantity-limit 
proviso is “that economies of mere size 
do not justify the risk:of monopoly and 
the Commission’s function is to avoid 


“See J. K. Galbraith, American Capitalism—The 
Concept of Countervailing Power (Boston: Hough- 
ton, Mifflin, 1952). 

“ The high price for tires maintained by dealers 
and manufacturers and lack of proper emphasis on 
lower priced tire lines created a wide-open market 
for the chains. See also, Stocking and Watkins, op. cit. 

“ Schumpeter emphasized this point. Also, see Fell- 
ner, op. cit., pp. 284-285. 

“ Richard B. Hefflebower has developed this point 
in a paper entitled “Economies of Size,” Journal of 
Business of the University of Chicago, Vol. XXIV, 
No. 4, October, 1951. 

* Ibid. 


2 


THE QUANTITY-LIMIT RULE AND THE RUBBER TIRE INDUSTRY 147 


that risk by preventing such economies 
from being reflected in price.” 

Throughout its opinion, the Commis- 
sion emphasized the few purchasers in 
the volume brackets over $600,000 an- 
nual purchases, their giant size in rela- 
tion to the bulk of the buyers and the 
amount of the price concessions which 
these large buyers received. Also, the 
Commission attempted to show the re- 
lationship between annual dollar-volume 
purchases and the scale of tire buyers and 
manufacturers. Then, ergo, the Commis- 
sion arrived at a carload as the quantity- 
limit beyond which cost savings should 
not be passed on to buyers.*? 

The Commission inferred (a) that all 
of the ‘few’ purchasers with annual vol- 
umes of $600,000 and over should be 
able to buy all or substantially all of their 
requirements in carload lots, and that 
they alone could buy in multiple-carload 
quantities, although, according to Com- 
missioner Mason, it “has no information 
whatever as to the relation between car- 
load purchases and annual volumes above 
$350,000,” and (b) that the overwhelm- 
ing majority of the remaining carload 
purchases are made by purchasers with 
annual volumes between $100,000 and 
$600,000. 

No attempt was made by the Commis- 
sion to determine the number, or “few- 
ness,” of available purchasers of either 
multiple carloads or volumes greater 
than the carload quantity-limit so fixed. 
Nor was any connection shown between 
the carload quantity-limit and $600,000 
annual volume, which was the critical 
figure used by the Commission to sup- 
port its finding of the required “‘fewness” 

“ The carload was borrowed from the transporta- 
tion field because the Interstate Commerce Com- 
mission had determined this as a suitable “quantity- 
limit” for freight rates. The Commission’s authority 


is derived from a different statute and requires the 
meeting of different tests that prevail in this case. 


of available purchases. Thus, no attempt 
was made to relate carloads to the ev- 
idence or to show the effect of such a 
quantity-limit on distribution costs or on 
the trade. 

As a result, Commissioner Mason fit- 
tingly concluded: “the rule as promul- 
gated is irrelevant to the proceeding and 
to the alleged facts.” 


EFFECTS OF THE QUANTITY-LIMIT As AP- 
PLIED TO THE TIRE INDUSTRY 


In examining the probable effects on 
the tire and tube industry of the Federal 
Trade Commission Quantity-Limit Rule, 
we shall attempt to answer such ques- 
tions as the following: Will the Order 
accomplish the effects that the Commis- 
sion intended? To what extent will it 
cause re-organization of the industry? 
Will the industry be stabilized? Does this 
ruling as applied to the Tire Industry 
represent sound public policy? 

Before attempting to answer these 
questions, a brief description of the tire 
and tube distributive pattern is essential. 


Distributive Pattern of the Tire Industry 


Tire and tube sales to the replacement 
market are effected through a most varied 
and complex distribution pattern. The 
wholesaling function is very largely 
centralized in manufacturers’ branches 
which generally stock, sell and deliver 
tires to a given area. Shipments are made, 
also, from the factory direct in carload, 
truckload, or consolidated carload or 
truckload quantities to individual pur- 
chasers. Large volumes of tires and tubes 
are sold to mass distributors who func- 
tion as wholesalers as well as retailers and 
redistribute the product over the entire 
country or wide sections of it. In addi- 
tion, there are about 650 tire and tube 
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and numerous other wholesalers,*® who 
do 8-10 per cent of the sales volume.*® 

At the dealer level, distribution is even 
more mixed and confused. All substan- 
tial tire dealers do three types of busi- 
ness: 


a. Wholesale 
The larger the sales volume of a 
dealer, the larger is the wholesale por- 
tion of his business. A dealer in the 
volume brackets above $100,000 norm- 
ally sells 20 to 50 per cent of his vol- 
ume at wholesale.®° 

b. Commercial 
Commercial sales refer to sales to 
trucking companies and national ac- 
counts. Large dealers, to a great ex- 
tent, depend on commercial business 
for their volume. In urban centers 
particularly, these dealers concentrate 
almost entirely on sales to other deal- 
ers or to truck accounts and are play- 
ing a lesser and lesser part in the over- 
the-counter sales of passenger tires. 

c. Regular Retail 
Embraces sales to individual consum- 
ers who usually own one or two vehi- 
cles. 


The service required in automobile 
tire selling has played a part in shaping 
and maintaining this confused distribu- 
tion pattern. Improvements in passenger 
tires, hard surface roads, and better tire- 
repair facilities have lessened the services 
required to sell passenger tires. However, 
most companies find that a modicum of 
service such as mounting, demounting, 
tire rotation, etc. is still necessary. In the 
case of truck tires, particularly large ones, 

“The Census of Business gave the figure as 631 
for 1939. 

“Federal Trade Commission, Distribution Costs 
and Methods, 1944, Part IV. 

” Such a dealer carries a large inventory of various 
types and sizes of truck, passenger, and perhaps, farm 
equipment tires. He in turn travels one or more 
salesmen to sell sub-dealer accounts within ‘the area. 


In addition, many small outlets such as garages, oil 
stations, etc. use him as a pick-up source of supply. 


a high degree of skill and knowledge and 
a substantial investment in stock and fa- 
cilities is required to sell and to service 
them.®! 


Carload-Limit Obstacle to Effective Dis- 
tribution i 


A carload quantity price program is 
patterned, primarily, in terms of a whole- 
sale and retail division of trade. Whole- 
salers buy in carload quantities and re- 
tailers in l.c.l. quantities.5* The aim of 
Section 2 of the Clayton Act originally 
was to protect wholesalers against chains. 
A carload quantity was a suitable and 
workable device to accomplish this pur- 
pose. 

Carload quantities form the basis of 
pricing for many types of sellers, such as 
grocery, lumber, electrical appliances, 
etc. From a practical standpoint, then 
why not apply a carload quantity dis- 
count to the tire and tube industry? 

In the first place, a carload-limit would 
be decidedly unfair, if not disastrous, to 
specialized tube manufacturers such as, 
Carlisle, Poulson, Durkee-Atwood, etc. 
Passenger tubes weigh, on the average, 
about 314 pounds each. This means that 
a 20,000 pound carload would contain 
some 5,700 tubes. Few companies are in 
a position to buy such a huge quantity at 
one time. Consequently, these specialized 
tube manufacturers would be unable to 
compete freight-wise against the tire and 
tube companies who could make combi- 
nation tire and tube shipments and there- 
fore extend maximum carload discounts. 


"Various kinds and weights of vehicles require 
different types of tires. Many dealers find that truck 
tire repairing and recapping are almost essential to 
the servicing of large accounts. 

= Until the automobile and truck became common, 
railway transportation and carload shipments largely 
determined the location of wholesale markets and 
the growth of the wholesale firms that dominated 
those markets. See N. H. Engle and T. N. Beckman, 
Wholesaling (New York: Ronald Press, 1949), pp- 
153-155- 
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In the West Coast freight classification, 
another difficulty would arise. In that 
area, the minimum carload is 24,000 
pounds. This would require the seller to 
give his maximum discount on 20,000 
pounds, but neither the seller nor the 
buyer would get the advantage of a car- 
load rate unless 24,000 pounds were or- 
dered. 

Secondly, a carload price would not 
serve the diverse interests of manufactur- 
ers, large or small. Some manufacturers 
operate retail stores. Other companies 
operate no stores, consequently for wide 
distribution they must rely on widely- 
scattered large, wholesale distributors 
and dealers. Another class of manufactur- 
ers may concentrate largely on medium- 
size and small dealers but must be able to 
compete for the business of large dis- 
tributors by discounts that will prove at- 
tractive to this class of trade. Then too, 
there are the small manufacturers who 
attempt to carry out a selective selling 
program with a relatively small number 
of large dealers. To do so they must offer 
a competitive and attractive pricing pro- 
gram. 

Another aspect of the problem is pre- 
sented by the companies that sell so- 
called associate or secondary brands. Such 
brands are quite common in the indus- 
try. Under this Rule apparently, these 
brands, where they are similar in quality 
to the major brands of the producer, 
could not bear different prices although 
lower prices for these brands might be 
cost-justified.** Dealers, naturally, would 
not buy these tires if par-priced with the 
major brands because they could not sell 
them competitively.* 

This diversity of interest between man- 
ufacturers has been a primary factor in 

*" Two companies, at least, maintain that they keep 
costs to justify their prices of these brands. 


“Of course, these brands could be sold or dis- 
carded. 


keeping this industry alert, aggressive 
and competitive. 

Thirdly, a simple carlot price struc- 
ture would not be sufficiently flexible to 
compensate the various types of distribu- 
tors or procure the various types of 
marketing services required. 

The price and discount structure of 
the tire industry has developed and been 
forged largely in terms of the peculiari- 
ties of the product, its distribution needs, 
and the types of special services required. 

Tires have a relatively high unit price, 
are quite well standardized—everyone 
knows their attributes—and the types and 
quantities needed can be quite accurately 
forecast.56 Moreover, a relatively small 
inventory of sizes and types covers a siz- 
able portion of the market.5? Conse- 
quently, the services of a specialized 
wholesaler who is expert at assembling 
and stocking diverse and varied merchan- 
dise is unnecessary. Instead, a large 
dealer can effectively stock the product 
for himself and for numerous sub-deal- 
ers. Moreover, competition has so whit- 
tled down margins that the wholesale 
specialist can scarcely live on them."* 

Truck operators require something 
beyond the ordinary in both service and 
price. Scores of truck companies, annu- 

™See Richard Glenn Gettell, Pluralistie Competi- 
tion with an Illustrative Case Study of the Rubber 
Tire Industry, Ph.D. Dissertation, University of Cali- 
fornia, 1940. Also Lloyd Reynolds, “Competition in 
the Rubber Industry,” American Economic Review, 
September, 1938, p. 462. 


“In passenger tires five sizes accounted for almost 
80 per cent of total sales in 1951. 

* Montgomery-Ward, for example, requires less 
than one-third as many people to merchandise tires, 
due to the above mentioned factors, as are required 
to carry on a similar volume operation in electrical 
appliances, hardware, farm equipment and acces- 
sories. 

*In the 1949 study of Motor and Equipment 
Wholesalers, the three principal reasons given by the 
109 wholesalers for not selling tires were: (1) Com- 
petition—in tire selling is too severe; (2) Profit mar- 
gins on tires are too small; and (3) Inventory space 
and service requirements. 
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ally, buy far more tires than does the av- 
erage dealer. Such volume purchases de- 
mand large discounts and, perhaps, cost- 
wise the trucking companies are entitled 
to them.®® 

The pricing plan necessitated by the 
Rule would raise truck tire prices.® The 
large accounts, consequently, would be 
forced to take protective measures. They 
could order in carlot quantities, there- 
fore, they would buy direct or set up 
dealer fronts to buy for them.*! On the 
other hand, since dealer service could be 
obtained at regular retail margins only, 
the tire companies might be forced into 
direct selling or into widespread tire leas- 
ing programs with the manufacturer’s 
personnel supervising tire service. 

The industry’s present complicated 
price structure has grown up to equate 
all of these factors. It is composed of 
an admixture of such elements as 
dealer classifications, carload differen- 
tials, wholesale discounts, annual volume 
bonuses, special truck tire discounts, etc. 
No one of these components is the key 
to it, however. They have all been com- 
bined together in various forms to: 


a. Provide a discount system sufficiently 
wide to cover all types of distributors 
and services.® 

b. Permit flexibility of remuneration for 
the diverse services rendered and to 


* Truck tire prices in urban areas are usually well 
below list. The theory has been advanced that the 
cost of selling truck tires in volume to large accounts 
is considerably below the average retail cost. See R. S. 
Wilson—Address before National Association of In- 
dependent Tire Dealers, Chicago Convention, Oc- 
tober, 1950. 

Sales to these accounts are interpreted as retail 
sales so dealers would not enjoy a wholesale margin 
on the tires sold to them. 

* The renting of tires to bus accounts is very com- 
mon. Some trucking accounts now rent tires, al- 
though the practice is limited. Several companies ex- 
tend tire service to truck accounts on a fee basis with 
the new tire sales flowing through dealers. 

“To repeat an earlier point: Discounts are not 
on account of quantity only. 


encourage dealers to sell more prod- 
ucts. 

c. Concentrate sales with a given manu- 
facturer.® 


It might be argued that this type of 
distribution structure makes for instabil- 
ity and price cutting. This is true. On the 
other hand, a simple quantity price 
schedule would tend to force horizontal 
stratification in the industry—manufac- 
turers would almost certainly have to 
elect to sell either through wholesalers 
or direct. While wholesalers would not 
have to become strictly wholesalers and 
retailers strictly retailers, the tendency 
would be in that direction.** This might 
result in greater trade stability, but it 
would also increase distribution costs. 


Adverse Effect on Large and Small Deal- 
ers 


A 20,000 pound carload of tires and 
tubes, today, has a value of approxi- 
mately $13,000. Since the average tire 


* This point is of great importance to tire manu- 
facturers, but is looked at askance by the Commis- 
sion. Actually, about 35 per cent of company-direct 
dealers represent two or more manufacturers. See 
Donald Hobart, op. cit. As long as this situation pre- 
vails (split accounts are increasing) and consumers 
have ample choice as to brands and prices of tires, 
concentration of purchasing does not appear to be 
socially disturbing. 

“Presumably, split function business could be 
carried on, but wholesalers could get retail discounts 
only on their retail volumes. That is, their volume 
would be separable for discount purposes. 

* Where the functions are clear-cut, the sellers 
tend to adopt standard mark-ups and follow the plan 
of live-and-let-live. Incidentally, it is this same de- 
sire for “stability” that begets monopoly. 

® Distribution costs are higher through the manu- 
facture-wholesaler-dealer system. See F. T. C. Distri- 
bution Costs and Methods, Part IV, pp. 141-142. 

* To a $15,000 dealer today, at billing prices, prod- 
ucts have the following approximate costs per 


pound: 
Assorted passenger casings and tubes 6o¢ 
Small truck tires and tubes 7o¢ 
Large truck tires and tubes go¢ 
Farm tires and tubes 6o¢ 


Average about 65¢ 
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CHART II 
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inventory turnover is about four times 
per year, dealers buying $50,000 worth 
or more could buy a substantial part of 
their requirements in carload quantities. 
The Rule would certainly encourage 
them to maximize carload buying in or- 
der to get the largest possible discount. 
Smaller dealers in the same general vi- 
cinity, also, might find it advantageous to 
consolidate their orders and purchase in 
carload quantities through one of their 
own group.® 

The probable results of this new pric- 
ing policy can be analyzed graphically. 
Chart II shows the percentage of dealers 
and of sales volume by annual volume 
brackets for 1951.°° 


“Whether the Commission would permit this 
practice appears doubtful according to John T. Has- 
lett. “The Validity of Quantity-Discounts,” Robin- 
son-Patman Act Symposium, CCH, 1948, p. 29. 

“ Based on some sample data, believed to be rea- 
sonably typical. 


52 PERCENTAGES OF NUMBER and VOLUME 
OF PURCHASES OF DIRECT DEALERS :- 91951 


NUMBER 
PURCHASES 


From these data it is apparent that, un- 
der the Rule, maximum carload dis- 
counts would be applicable to 35 to 40 
per cent of manufacturers’ sales volumes, 
although such discounts will be available 
only to a relatively small percentage (per- 
haps 5 per cent) of the dealers. 

In Chart III, Curve A approximates 
the price schedule effective for passenger 
tires today. The smallest dealer gets 2214 
per cent off consumer list, excluding 
cash discount, and the largest dealer gets 
additional discounts equivalent to some 
18 per cent.” Dollar prices are used for 
illustrative purposes. 

We have assumed that the manufac- 
turer-seller has an average recovery per 
tire of approximately $13.10. 

The amount of discount that could be 
justified under the Quantity-Limit Rule 


™® The differential on truck tires is somewhat 
greater. 
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CHART III 


AN APPROXIMATION OF TIRE DISCOUNTS - 
PRESENT PROGRAM VS.CARLOAD LIMIT - 
BASED ON DEALER SIZE — 1951 


AVERAGE RECOVERY 


CURy 
1290 vibe. — 
1150 
CARLOAD AREA — 
1100 


is unknown, but it seems safe to conclude 
that it might range between 6 and g per 
cent.” Unless two or more separate dis- 
count structures could be justified on a 
functional basis, manufacturers would 
have to narrow their over-all discounts 50 
per cent or more. The new carload price 
schedule is portrayed in Curve B on the 
chart. Observe that it is a straight line 
after a carload limit is reached. 

In carrying out the new pricing pro- 
gram, the manufacturer-seller might de- 
cide to maintain his large volume ac- 
counts. He would then shift Curve B to 
a lower position. His average recovery 

"This discount percentage is materially wider 
than that allowable for transportation alone. Trans- 
portation costs might run g to 4 per cent of dealer 
list price. On warehousing and handling, one per 
cent or more might be justified. Solicitation costs, 
however, would be effected as well as would credit 
and collections. In all, a differential higher than is 
commonly expected could be justified in the writer’s 
opinion. See Charles H. Sevin, How Manufacturers 


Reduce Their Distribution Costs, U. S. Department 
of Commerce, Eonomic Series, No. 72, pp. 22 and 61. 


ANNUAL PURCHASE VOLUME 


250,000 
and Over 


would be reduced greatly, consequently 
he would have to limit the sales services 
given to these accounts. He might treat 
them as wholesalers and expect them to 
do most of the reselling for him. Under 
such a sales program his medium-size and 
small accounts would have to be scuttled. 
Some manufacturers would adopt this 
plan or a modified version of it. 

Most sellers would attempt to price at 
or near the level shown by Curve B to 
protect their profit margins. This obvi- 
ously would result in raising prices to the 
large accounts. These large dealers would 
be severely harmed for increased prices 
would tend to squeeze out their whole- 
sale sales, which is the backbone of their 
business. Thus these dealers would be 
forced to alter their trade approach, per- 
haps change their locations and/or their 
physical plants and run the risk of ma- 
terial volume losses. These firms genera- 
ally are the most specialized tire distribu- 
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tors and have the highest investments in 
plants and equipment. 

Nor would small dealers enjoy the 
bonanza they anticipate. Manufacturers 
catering to them would find their distri- 
bution costs extremely high, due to the 
large numbers of these dealers and their 
small sales volumes. These costs could be 
reduced only by limiting sales calls and 
other sales services given. Selling costs are 
high at best, so this approach is not too 
promising. The alternative to this would 
be for the manufacturers to raise prices to 
these accounts. This action, however, 
would tend to drive these dealers into 
the arms of the regular wholesalers. But 
this shift, likewise, would raise the 
buying prices of the small dealers for 
the manufacturer-wholesaler-dealer sys- 
tem spells higher costs. The small dealers 
who operate gasoline pumps would find 
it advantageous to buy from oil compa- 
nies who presently are best able to serve 
small accounts. This situation would 
further strengthen oil company distribu- 
tion by providing more outlets and thus 
giving service station-type dealers a pur- 
chasing advantage. Yet this particular 
distribution pattern is among those im- 
pugned by the Commission. 

The trade opportunities and activities 
of medium-sized dealers would be ex- 
tended, since their competitive advan- 
tages, logically, would be enhanced. 


Promote Integration—Not Prevent 
“Bigness” 

The Federal Trade Commission’s ar- 
row was directed against bigness—big 
mass distributors and big manufacturers. 

The primary targets of the edict, the 
large mass distributors, buy in sufficient 
volume and have adequate financial 
strength so that they could continue to 
procure tires at practically their present 
cost advantage, it is believed. Several tire 


manufacturers would be willing to struc- 
ture their pricing schedules in terms of 
these accounts and cater to them exclu- 
sively.7? Secondly, if necessary, these dis- 
tributors could get their tires processed 
on a toll or conversion fee basis. Many of 
these large accounts today have hundreds 
of thousands of dollars invested in tire 
molds. Many that now do not do so could 
purchase their own rubber and cord, de- 
sign their own products, and develop 
their own tire brands and then have 
some processor convert for them.” 

Finally, the largest distributors have 
sufficient volume to warrant the purchase 
of tire plants. Several of these companies 
annually sell more units than many of 
the small tire manufacturers. One com- 
pany operated a tire plant for years and 
still has heavy interests in processing 
plants.” 

The smaller accounts in this category 
would be most handicapped, since their 
annual purchases are not sufficiently 
large to make available to them all of the 
options which are open to their larger 
competitors. 

The Rule, also, would encourage for- 
ward integration by tire manufacturers 
to insure market outlets and services,— 
especially for truck tires. The smaller 
manufacturers might even be forced into 
retailing to protect their interests in the 
larger markets. 

The impact of the Rule would be most 
severely felt by the large tire manufac- 
turers, although all would feel its effects. 
The final effects would depend on the de- 
gree to which the processing companies 
were able to (a) set up discount classifi- 
cations to cover and maintain their pres- 


™ Some large and many small companies do a high 
percentage of their total volume with such accounts 
today. 
° By varying their product quality-wise to dif- 
ferentiate it from that of their supplier, these com- 
panies could escape application of the Rule. 

™ Sears, Roebuck and Company. 
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ent diversified dealer structures, (b) de- 
vise ways and means of maintaining their 
mass volume accounts, (c) integrate to 
provide assured and flexible marketing 
channels. 


Forgotten Consumers 


To the extent that this Rule accom- 
plishes its purposes, consumers will be 
penalized and disserviced. Like a price 
maintenance law, this Rule tends to es- 
tablish a price floor and to shift emphasis 
to service competition to the detriment 
of distribution costs. Not only does the 
Rule promote the manufacturer-whole- 
saler-retailer marketing pattern which 
takes a larger bite out of the consumer’s 
dollar than the prevailing scheme but it 
implicitly approves and forwards the 
type of distribution methods and the 
kind and scale of marketing organiza- 
tions that do not have the lowest operat- 
ing costs. 

The above adverse effects would not 
be realized fully since the Rule would 
not reach the large distributors who 
would still be able to operate. They 
would have sufficient market position 
and freedom of action to preserve effec- 
tive price competition on passenger tires 
and compel the trade to retain a reason- 
ably high standard of efficiency. 

In the case of truck tires, however, 
competition would not be so efficacious. 
While chains and mail order houses are 
potent factors in this market, the new 
Rule would so effect dealer operations 
that the competition and service of these 
distributors would not be sufficiently 
general and adequate to counteract the 
upward price pressure. 

It is possible that as price competition 
is impeded, a shift in emphasis to service 
competition might result. This could oc- 
cur, but, to the extent that protectionism 
is substituted for competitive pressure, 


service as well as price is apt to be af- 
fected negatively. 


CONCLUSION 
Anti-Monopoly or a New Order 


Our discussion began with a basic as- 
sumption regarding the nature and pur- 
poses of competition: Price discrimina- 
tions and monopolies were proscribed 
presumably because they blocked the sal- 
utary influences of competition, fostered 
unfair practices, impaired efficiency, re- 
tarded new developments and penalized 
consumers. In examining the recent 
Quantity-Limit Rule imposed by the 
Federal Trade Commission, one has 
great difficulty in squaring it with this 
rationale. 

First, the authorities who have exam- 
ined the tire industry consider it as one 
of the most competitive. Reynolds states 
that the aim of government action re- 
garding the industry should be to main- 
tain the competition that has prevailed 
generally.”® 

Secondly, the Commission did not sub- 
stantiate its position in that it did not 
prove that (a) the available purchasers 
were “few” (b) the discounts they re- 
ceived were “‘on account of quantity” or 
(c) the discounts were “unjustly discrimi- 
natory” or “promotive of monopoly.” 

Thirdly, even though we assume for 
the sake of this discussion that the pric- 
ing practices prevailing are monopo- 
listic, the Rule enunciated cannot be rec- 
onciled with a theory of restoring a 
workable competitive order to the tire 
industry because: 


a. The Rule will not work effectively 
in retarding large mass distributors 
and in promoting the so-called “in- 
dependent tire dealers.” 


*® Lloyd G. Reynolds, “Competition in the Rubber 
Tire Industry,” American Economic Review, Septem- 
ber, 1938, pp. 459-468. 
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b. As a blow directed against bigness, 
the Commission’s action is neither 
suitable nor adequate. It does not 
go sufficiently far, since it is likely 
to promote integration and the fur- 
ther growth of mass-distributors. 
On the other hand, a stronger rem- 
edy is needed, if “pure” competi- 
tion between numerous buyers and 
sellers, is to be restored. 

c. The Commission’s action disre- 
gards the possible effects of the 
Rule upon the various factors en- 
gaged in the industry and its impact 
on tire costs, prices and marketing 
services. Truly, the consumer be- 
comes “the forgotten man.” 


This decision, therefore, seems aimed 
neither to “further competition” nor to 
effect a workable competitive order. It 
is consistent only in terms of another 
philosophical framework—a “new eco- 
nomic policy.”"® This new economic pol- 
icy is directed toward remolding the mar- 
keting system of the United States as a 
means of overcoming “giantism.” This 
approach is not entirely new with the 
Commission. Over a considerable period 


™ Alderson and Sessions, Cost and Profit Outlook, 
“Quantity Limits and the New Economic Policy,” 
January, 1952: also THE JOURNAL OF MARKETING, 
Vol. XVII, No. 1, July, 1952, pp. 56-60. 


of time through the application of its 
“injury-to-competition” doctrine it has 
been rounding out a policy of “soft com- 
petition” aimed to protect and shelter 
small business. More recently this doc- 
trine has been extended to protect pur- 
chasers of purchasers.” Perhaps the end 
is foreseen, for “the moment one starts 
prescribing prices to particular competi- 
tors, one is far on the way toward pre- 
scribing the exact price structure.”® 

Caught between their “ordained task 
of prescribing competition” and the real- 
ities of the market, the Commission has 
gotten itself into an intellectual di- 
lemma, to paraphrase Galbraith, where 
its dissatisfaction with our world is less 
the result of having known any other 
than of having constructed a model of 
another society, the rationale of which is 
more comparable to its sense of elegance 
and order.”® 

Let us hope that, as a result of this ven- 
ture, there will be compensations. That, 
as Galbraith suggests,®° we may exchange 
“elegance for actuality,” and attain. “a 
greater rate of progress in understanding 
what we have.” 


™ Standard Oil Company vs. F. T. C. 71 C. Ct. 240. 

™ Corwin D. Edwards, Robinson-Patman Act Sym- 
posium, CCH, 1947, p. 59. 

™* J. K. Galbraith, “Monopoly and Concentration 
of Economic Power,” op. cit., pp. 127-128. 

Ibid. 
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TECHNIQUES IN FORECASTING CONSUMER DURABLE 
GOODS SALES* 


A’ our boom economy tends to run its 
course, the art—or science if you 
will—of sales forecasting assumes top im- 
portance. A downturn, perhaps of major 
proportions, is certain to come—possibly 
not for some time, but come it will. And 
when it does, business should be fore- 
warned in time to get set for the storm. 
The techniques of sound sales forecasting 
can point out the danger signals—for the 
economy as a whole, for your industry 
and for your business. 

Good forecasting is not particularly 
difficult when business is improving at a 
fairly steady rate. In fact, if a forecaster 
always predicts that sales will go up or 
down in line with what happened the 
preceding year, he will usually be right. 
Calling the turns is the difficult part, and 
that is where forecasting most commonly 
misses the mark. 

Improved techniques and more under- 
standing and use of present techniques 
that are successful, is the forecasting goal 
toward which we are striving. Attaining 
this goal can help us to prepare for, and 
weather, bad times when they come, as 
well as to take full advantage of oppor- 
tunities for real progress when the busi- 
ness climate is particularly favorable. 

This talk is concerned chiefly with 
short-range forecasting—forecasting for 
not more than a year ahead. The tech- 
niques of long-range forecasting are es- 


* A speech delivered at the Mid-Year Conference, 
American Marketing Association, Cincinnati, June, 
1952. 
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sentially the same, but with more empha- 
sis on basic economic factors. 


Source of Information 


To obtain information about current 
forecasting techniques and results, a ques- 
tionnaire was sent to 103 top-flight firms 
in durable and non-durable fields. This 
mailing produced 56 usable returns, with 
32 from durable-goods industries. Most 
of the companies are concerned prima- 
rily with consumer products. 

Durable-goods fields represented in- 
clude cars, trucks and accessories, farm 
equipment, all major appliances, televi- 
sion and radio, aircraft, silverware, heavy 
industrial equipment of various types, 
steel, air conditioning and refrigeration, 
photographic equipment and glass prod- 
ucts. 

Non-durable-goods industries repre- 
sented include food and food conxainers, 
alcoholic beverages, paper, pharmaceuti- 
cals, chemicals, textiles, cosmetics, tires, 
gas and oil, soap, household preparations 
and others—all in all, quite a representa- 
tive list of industries. The top firms in 
these various fields are by and large the 
firms represented in this study. 

The returns were from qualified exec- 
utives—generally marketing research di- 
rectors—who are thoroughly familiar 
with forecasting techniques and accuracy 
in their respective companies. 

Although the total number of compa- 
nies represented in the survey is small, the 
answers are nevertheless significant be- 
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cause of the importance of the firms con- 
cerned and their general familiarity and 
experience with forecasting techniques. 
Also, there was considerable uniformity 
in the answers of durable and non-du- 
rable goods companies. 


General Findings 


In general, the survey finds that fore- 
casting techniques have improved some- 
what in the last five years. In fact, no 
company feels that its forecasts are poorer 
than five years ago. 

Principal improvements affecting over- 
all accuracy are considered to be in sta- 
tistical methods and data considered, al- 
though judgment factors are also rated 
more favorably. Greater experience and 
ability of forecasting personnel are also 
cited as reasons for improvement, along 
with increased interest by top manage- 
ment in getting better forecasts, plus a 
willingness to set up the sort of operation 
required to get the desired improvement. 

The durable goods companies see a 
little more improvement than the others, 
principally in amount, type and accuracy 
of available data. 

Conditions that operated to prevent 
greater improvement in forecasting in- 
clude scare buying following Korea, raw 
material shortages, defense orders and 
general uncertainties in the part-war, 
part-peace economy that has been pre- 
vailing. 

We have seen that forecasting has been 
improving—not spectacularly, but by de- 
grees. So the question arises, in view of 
this improvement just how good is sales 
forecasting today? 


Accuracy of Forecasts 


Accuracy of over-all company forecasts 
for 1951, as reported in the survey, aver- 
aged 93 per cent. The range, however, 
- was from 65, per cent to 99.5 per cent. 


Forecasts by specific product lines aver- 
aged 4 per cent less accurate than the 
over-all forecasts. 

The durable-goods forecasters were 
generally not as accurate as their non- 
durable brethren. For example, in the 
1951 forecasts of over-all company sales, 
error on durables averaged 15, per cent as 
compared with only 4 per cent for non- 
durables. 

This indicates that accurate forecast- 
ing is more difficult for durable goods. 
Durability—while undoubtedly an asset 
for the forecaster—is not a great help to 
him as a form of product on which he 
makes predictions. Actually, the mark of 
a good forecast will vary widely from in- 
dustry to industry. In some, 95 per 
cent accuracy is considered exceptionally 
good; in others, that degree of accuracy 
or better is normally expected. 

The same skill, the same basic tech- 
niques applied in different industries 
yield different degrees of forecasting ac- 
curacy. One important reason is that de- 
mand is much more constant in some 
industries than others, and is less affected 
by changes in the general economy. For 
some industries, variable factors that can- 
not be well evaluated may wreak havoc 
with the best of forecasts—such as the in- 
fluence of weather on sales of room air 
conditioners. 

Company forecasts of their industry 
sales were slightly better, on the average, 
than forecasts of their own company 
sales. Average accuracy was 95 per cent 
as compared with the 93 per cent figure 
for the company sales forecasts. 

These figures for 1951 were supported 
by other information from the survey in- 
dicating that two-thirds of the companies 
normally make more accurate industry 
than company forecasts. This applies 
only to the majority of companies that 
make industry forecasts and have a check 
on their accuracy. 


- 
os 
# 
, 
: 
‘ 
im 
n 
‘ 
* 
ad 
a- 
e 


158 


THE JOURNAL OF MARKETING 


There is no readily available way of 
telling how the degree of accuracy indi- 
cated in this survey compares with the 
accuracy of company forecasts in general. 
In view of the figures themselves, the 
companies concerned and the time and 
care devoted by skilled analysts to mak- 
ing their forecasts, it is reasonable to as- 
sume that they are better than average. 

This view is supported by those re- 
sponding who have access to the average 
of other companies’ forecasts in their par- 
ticular fields. Four out of every five have 
found their own company forecasts to be 
better than the average of several com- 
panies’ estimates. This in a way tends to 
belie the old precept that “in union there 
is strength,” at least for the major com- 
panies reporting. For all companies in a 
given industry perhaps the average of in- 
dustry estimates would work out better. 

Judging by the accuracy of the fore- 
casts just reported, future improvements 
will not be as great in the reporting com- 
panies as in others which can profit by 
the techniques found successful in these 
bellwethers of American industry. 


TECHNIQUES OF FORECASTING 


What are the techniques that contrib- 
ute to sound forecasting—the techniques 
that these leading companies have found 
to pay off best? ! 

Almost all firms report that company, 
industry and general business trends are 
very important in developing their fore- 
casts, with a considerable measure of 
judgment applied to purely statistical 
techniques. Related industry trends are 
also important in many cases, such as the 
importance of various types of automo- 
bile statistics in estimating tire sales, but 
not vice versa. 

Field forecasts are looked on with con- 
siderably less favor than any of the trends 
mentioned, as a reliable indicator of fu- 


ture sales. They are favored somewhat 
more, but not much more, for industrial 
than for consumer goods, particularly in- 
dustrial durables. 

Business confidence was cited in a few 
cases as being an impoxtant factor. Also, 
in the case of new products, actual sales 
tests and promotions were favored as the 
best means of getting a true picture of 
future sales possibilities. 

Surveys on buying intentions, if con- 
ducted regularly on a comparable basis 
and interpreted carefully, can provide 
helpful check data on the probable 
trends in industry and company sales. 
Some companies make such a study at 
least once a year. 

For near short-term forecasting, dur- 
able goods companies are making more 
use of a tool that is not available to many 
companies in the non-durable field. This 
is weekly analysis of warranty or installa- 
tion record cards, to provide a continu- 
ing current picture of sales at the retail 
level. There are many pitfalls to tempt 
the unwary forecaster in warranty-card 
analysis, but it has already proved its 
worth in several durable-goods lines. Un- 
fortunately, warranty-card analysis is a 
subject in itself, and can only be men- 
tioned here. 

On some of the major types of data 
important in making forecasts, addi- 
tional information was obtained in the 
survey. 


Business Activity Guides 


For the four out of five companies 
using some general forecast of business 
activity as a guide to their company fore- 
casts, the most common indicators are 
Disposable Income, the Federal Reserve 
Board’s Index of Industrial Production, 
and Gross National Product. Forecasts 
on these and other general business in- 
dicators are most commonly obtained 
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from outside the company and then mod- 
ified if changes seem desirable. Several 
business services prepare forecasts on 
measures such as these, at either regular 
or irregular intervals. 


Frequently, the actual method of using 


these over-all business indicators is first 
to chart both their course and the indus- 
try or company sales for past years, then 
to show the projection of the business 
indicator for the forecast period, and to 
indicate the probable level of the indus- 
try or company sales based on this projec- 
tion and the past relationships. When 
this is done, it will be seen that consumer 
durable-goods sales are more sensitive to 
over-all changes in the business climate 
than are non-durables. In other words, 
as the level of general business improves, 
sales of consumer durables advance at a 
faster rate; as general business conditions 
deteriorate, sales of consumer durables 
fall off even more rapidly. 

Another way of saying this is that in 
bad years consumer durables account for 
a smaller proportion of total consumer 
spending than in good years. Relation- 
ships of this type are readily apparent 
from a study of available data, and 
should of course be taken into account in 
forecasting. 

Normally, a considerable amount of 
trial and error is necessary to determine 
the indicator, or combination of indica- 
tors, that has most significance in rela- 
tion to the industry or company sales 
concerned. One good way of working this 
out is on a scattergram in which the gen- 
eral business indicator is measured on 
one axis and the company or industry 
sales on the other. Past relationships will 
then be shown as a series of dots, each 
representing a year, and grouped so that 
a diagonal line can be drawn through 
them to represent the trend. For most 
purposes, this line can be drawn from in- 


spection but it can be mathematically 
fitted if desired. 

The point where the general indicator 
intersects the trend line indicates the 
forecast of the industry or company sales, 
based on the past relationships that have 
existed between sales and the business 
indicator. This projected sales figure can 
then be modified in the light of any ex- 
pected developments that indicate the 
trend relationships will not hold in the 
forecast period. 

Supply and demand are the two big 
question marks on which it is imperative 
to predict with reasonable accuracy in 
attempting to measure future industry 
sales divergence from any “normal” 
trend relationships. On the one hand, 
supply is affected by interrelated factors 
such as business confidence and judg- 
ment in predicting accurately probable 
demand and planning to meet it, by gov- 
ernment restrictions on production and 
other direct and indirect government 
controls, by the availability of raw mate- 
rials and parts, by the labor situation, 
and by taxes and interest rates and other 
variable factors bearing on the planning 
and implementing of expansion pro- 
grams. 

Important as these supply factors are, 
it is on the demand side of the ledger 
where consumer durable-goods forecast- 
ing meets its greatest challenge. Demand 
is affected by the ability, need and desire 
to buy, which in turn are affected by in- 
fluences such as consumer confidence, 
wages, employment, savings, taxes, prices 
and credit controls. For short-term fore- 
casting at the manufacturer level, field 
inventories are an important additional 
complicating factor. 

All forecasts should be predicated on 
definite assumptions. These assumptions 
are helpful to management since they 
provide a tangible basis for appraising 
a forecast; for the forecaster, they are an 
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aid in clarifying his thinking as well as 
his conclusions. A forecast is only as good 
as the assumptions on which it is based. 
A forecast that would have held up if the 
assumptions had held up is an inter- 
esting oddity which for practical value 
can be consigned to the waste basket. All 
too often we hear—“‘it was a good forecast 
considering the assumptions.” 

An assumption is usually, in itself, a 
forecast of conditions that are believed 
most likely to hold at a given future 
time. In forecasting company sales after 
the industry forecast is determined, 
there are additional assumptions—or es- 
timates—to make concerning the extent 
and strength of competition, probable 
changes in products, distribution, pric- 
ing policies, sales promotion and adver- 
tising. 

A consideration of all such probable 
trends for the company and its industry 
leads to an estimate as to how much, and 
in what direction, the company’s trend 
in per cent of industry is likely to be dif- 
ferent from the established pattern. 

Because of differences in the rate at 
which prices advance or decline for an 
industry as compared with the general 
price level, it is usually best to make com- 
parisons with general business indicators 
on a constant dollar or physical volume 
basis. Some companies are deceived by 
looking at their progress in dollar sales. 
They are lulled into a false sense of equa- 
nimity when physical volume may only 
be holding steady or actually falling off. 

If Gross National Product is the gen- 
eral indicator used and if an acceptable 
forecast of GNP is not readily available, 
a satisfactory one can be constructed 
fairly simply. A point-by-point outline of 
just how to do this was presented in the 
October and November, 1949, issues of 
Dun’s Review, in a series entitled “Can 
Business Men Forecast Business Activ- 


ity?” 


Considerable work has been done by 
various authorities in developing con- 
cepts of Optional Spending and Saving, 
which is essentially disposable income 
after allowance for basic living costs. Past 
work on consumer durables indicates 
that total disposable income is a some- 
what more useful series than optional 
spending and saving alone; but this 
should be tested for any specific industry 
to see if it, as well as other promising in- 
dicators, holds true. 

The usefulness of a general business 
indicator is greatest in a well-established, 
mature industry. In lines which are 
growing rapidly, for instance, television 
and room air conditioning, comparisons 
with general business indicators have 
very limited or negligible value. For such 
industries, projection of trends must de- 
pend on good judgment as to just where 
the industry or company stands with re- 
spect to the years of greatest sales in- 
crease, as well as a determination of 
whether major growth will occur rapidly 
in a few years or at a more leisurely pace 
over a longer period. In retrospect, this 
is easy to see; looking ahead is a far differ- 
ent matter. 

In cases like these involving rapidly 
growing industries, estimates of probable 
saturation can be helpful in making the 
forecast or in checking it if made by 
other means. 


Field Forecasts 


There is probably more pronounced 
difference of opinion on the merit of 
field forecasts than other well-known 
forecasting tools. The survey showed 
that, on balance, little reliance is placed 
on field forecasts, whether made by 
branch and district managers or by sales- 
men, whether made for a year or three 
months ahead, whether made for durable 
or non-durable goods and whether made 
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for product lines or for specific sizes and 
types of product. 

One company put it this way, “When 
things are moving sharply forward the 
combined field forecasts do not acceler- 
ate rapidly enough. When things are de- 
clining, their forecasted decline is gen- 
erally too conservative.” 

Over a period of time and by care- 
fully checking individual field forecasts 
against actual sales, it should be possible 
to adjust the forecasts to make them 
more realistic. For example, some may 
be consistently high and others consist- 
ently low. Frequently, field forecasts are 
found to be too high, based on undue op- 
timism of the field force. 

If field forecasts are used, one way to 
help keep them in line is to give each 
field forecaster a comparison of actual 
past sales with his own past forecast so 
that he has the record before him in mak- 
ing his predictions. Another advisable 
precaution is to lay down a standard set 
of assumptions for the guidance of each 
field forecaster, in order to ensure com- 
parable results. 

At best, field forecasts in most cases 
should be used only as an adjunct to, or 
means of checking on, estimates based on 
other analysis. They are frequently bet- 
ter in indicating a desirable percentage 
breakdown by model or size rather than 
actual total volume. However, both 
model and size breakdowns on regular 
items can usually be determined fairly 
well from trends in past sales. On new 
items, the field forecasts can be more use- 
ful in this respect. 


Other Survey Findings 


From the survey, other information 


bearing on forecasting procedures shows 
that: 


Nine out of ten companies do not de- 
velop industry forecasts by starting 


with the company’s anticipated sales 
and share of industry; 

Eight out of ten companies do develop 
company forecasts by applying the an- 
ticipated per cent of industry to an in- 
dustry forecast; 

Nine out of ten companies prepare es- 
timates first on physical rather than 
on dollar volume; 

Six out of ten companies estimate 
product-line totals and then break 
them down by sizes or models. Most 
of the others do this and also, for com- 
parative purposes, build up to prod- 
uct-line totals by estimating separately 
for models and sizes. In relatively few 
cases are line totals arrived at only by 
building up from more detailed data. 


Specific forecasting techniques vary 
according to data available, length of 
forecast, distribution level at which the 
forecast is made, type of goods concerned 
and the detail in which the forecast is de- 
sired, such as geographically or by size 
of product. Depending on the purpose, 
sometimes it is best to present results in 


a minimum and maximum probable 
range. 


STEPS IN FORECASTING CONSUMER 
DURABLE-GOODS SALES 


A condensed step-by-step technique 
for forecasting national unit sales, at the 
consumer level, of a company’s estab- 
lished consumer durable-goods product 
line might look like this: 


1. Formulate the most logical as- 
sumptions possible, in the light of 
the forecast purpose. 

2. Collect all available and pertinent 
past statistics such as have been 
discussed. 

3. Plot past trends on both graph pa- 
per and scattergrams. This should 
include comparisons of several 
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aid in clarifying his thinking as well as 
his conclusions. A forecast is only as good 
as the assumptions on which it is based. 
A forecast that would have held up if the 
assumptions had held up is an inter- 
esting oddity which for practical value 
can be consigned to the waste basket. All 
too often we hear—“‘it was a good forecast 
considering the assumptions.” 

An assumption is usually, in itself, a 
forecast of conditions that are believed 
most likely to hold at a given future 
time. In forecasting company sales after 
the industry forecast is determined, 
there are additional assumptions—or es- 
timates—to make concerning the extent 
and strength of competition, probable 
changes in products, distribution, pric- 
ing policies, sales promotion and adver- 
tising. 

A consideration of all such probable 
trends for the company and its industry 
leads to an estimate as to how much, and 
in what direction, the company’s trend 
in per cent of industry is likely to be dif- 
ferent from the established pattern. 

Because of differences in the rate at 
which prices advance or decline for an 
industry as compared with the general 
price level, it is usually best to make com- 
parisons with general business indicators 
on a constant dollar or physical volume 
basis. Some companies are deceived by 
looking at their progress in dollar sales. 
They are lulled into a false sense of equa- 
nimity when physical volume may only 
be holding steady or actually falling off. 

If Gross National Product is the gen- 
eral indicator used and if an acceptable 
forecast of GNP is not readily available, 
a’ satisfactory one can be constructed 
fairly simply. A point-by-point outline of 
just how to do this was presented in the 
October and November, 1949, issues of 
Dun’s Review, in a series entitled “Can 
Business Men Forecast Business Activ- 


ity?” 


Considerable work has been done by 
various authorities in developing con- 
cepts of Optional Spending and Saving, 
which is essentially disposable income 
after allowance for basic living costs. Past 
work on consumer durables indicates 
that total disposable income is a some- 
what more useful series than optional 
spending and saving alone; but this 
should be tested for any specific industry 
to see if it, as well as other promising in- 
dicators, holds true. 

The usefulness of a general business 
indicator is greatest in a well-established, 
mature industry. In lines which are 
growing rapidly, for instance, television 
and room air conditioning, comparisons 
with general business indicators have 
very limited or negligible value. For such 
industries, projection of trends must de- 
pend on good judgment as to just where 
the industry or company stands with re- 
spect to the years of greatest sales in- 
crease, as well as a determination of 
whether major growth will occur rapidly 
in a few years or at a more leisurely pace 
over a longer period. In retrospect, this 
is easy to see; looking ahead is a far differ- 
ent matter. 

In cases like these involving rapidly 
growing industries, estimates of probable 
saturation can be helpful in making the 
forecast or in checking it if made by 
other means. 


Field Forecasts 


There is probably more pronounced 
difference of opinion on the merit of 
field forecasts than other well-known 
forecasting tools. The survey showed 
that, on balance, little reliance is placed 
on field forecasts, whether made by 
branch and district managers or by sales- 
men, whether made for a year or three 
months ahead, whether made for durable 
or non-durable goods and whether made 
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for product lines or for specific sizes and 
types of product. 

One company put it this way, “When 
things are moving sharply forward the 
combined field forecasts do not acceler- 
ate rapidly enough. When things are de- 
clining, their forecasted decline is gen- 
erally too conservative.” 

Over a period of time and by care- 
fully checking individual field forecasts 
against actual sales, it should be possible 
to adjust the forecasts to make them 
more realistic. For example, some may 
be consistently high and others consist- 
ently low. Frequently, field forecasts are 
found to be too high, based on undue op- 
timism of the field force. 

If field forecasts are used, one way to 
help keep them in line is to give each 
field forecaster a comparison of actual 
past sales with his own past forecast so 
that he has the record before him in mak- 
ing his predictions. Another advisable 
precaution is to lay down a standard set 
of assumptions for the guidance of each 
field forecaster, in order to ensure com- 
parable results. 

At best, field forecasts in most cases 
should be used only as an adjunct to, or 
means of checking on, estimates based on 
other analysis. They are frequently bet- 
ter in indicating a desirable percentage 
breakdown by model or size rather than 
actual total volume. However, both 
model and size breakdowns on regular 
items can usually be determined fairly 
well from trends in past sales. On new 
items, the field forecasts can be more use- 
ful in this respect. 


Other Survey Findings 


From the suey, other information 
bearing on forecasting procedures shows 
that: 


Nine out of ten companies do not de- 
velop industry forecasts by starting 


with the company’s anticipated sales 
and share of industry; 

Eight out of ten companies do develop 
company forecasts by applying the an- 
ticipated per cent of industry to an in- 
dustry forecast; 

Nine out of ten companies prepare es- 
timates first on physical rather than 
on dollar volume; 

Six out of ten companies estimate 
product-line totals and then break 
them down by sizes or models. Most 
of the others do this and also, for com- 
parative purposes, build up to prod- 
uct-line totals by estimating separately 
for models and sizes. In relatively few 
cases are line totals arrived at only by 
building up from more detailed data. 


Specific forecasting techniques vary 
according to data available, length of 
forecast, distribution level at which the 
forecast is made, type of goods concerned 
and the detail in which the forecast is de- 
sired, such as geographically or by size 
of product. Depending on the purpose, 
sometimes it is best to present results in 


a minimum and maximum probable 
range. 


STEPS IN FORECASTING CONSUMER 
DURABLE-GOODS SALES 


A condensed step-by-step technique 
for forecasting national unit sales, at the 
consumer level, of a company’s estab- 
lished consumer durable-goods product 
line might look like this: 


1. Formulate the most logical as- 
sumptions possible, in the light of 
the forecast purpose. 

2. Collect all available and pertinent 
past statistics such as have been 
discussed. 

3. Plot past trends on both graph pa- 
per and scattergrams. This should 
include comparisons of several 
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general business and related busi- 
ness trends, expressed in constant 
dollars, with the industry trend if 
available; if the industry trend is 
not available, the comparisons 
would be with the company trends. 
. Determine which trend or combi- 
nation of trends conforms most 
closely with the industry pattern, 
and can provide a sound basis for 
forecasting. 

. Forecast this indicator or combi- 
nation of indicators for the period 
concerned, as a guide to forecast- 
ing the industry sales for that 
period. 

. Modify the industry sales forecast 
based on knowledge or opinions 
which indicate modification is de- 
sirable. 

. Calculate the company’s per cent 
of industry sales for past years and 
estimate how this will change for 
the forecast period. 

. Apply the company’s estimated 
per cent of industry sales to the 
industry sales forecast, to get a ten- 
tative company forecast. 

g. Compare this result with compos- 


ite company field forecasts, and de- 
cide how much weight to give to 
the latter. 

10. Prepare the finalized company 
forecasts by product lines, which 
can then be built up to a company 
over-all total, broken down by 
sizes and types, and translated into 
current dollars. 

11. Keep a complete record, with 
dates, of exactly what methods 
were used in arriving at the fore- 
cast. All too often, specific proce- 
dures are forgotten. 

12. Check the accuracy of the fore- 
casts, as a guide to future improve- 
ment. 


In some cases one or more of these 
steps is eliminated, but when the facts 
are available it is wise to approach the 
problem from all angles that make sense. 

The procedure is not complicated, al- 
though arriving at good results means 
painstaking, statistical analysis strongly 
tempered with sound judgment. 


A. C. MacGowan 
Carrier Corporation 
Syracuse, New York 


SELECTING MOTION PICTURES FOR THE FOREIGN MARKET 


The Limited Foreign Market 


HE American motion picture indus- 
te depends on the foreign market for 
more than 40 per cent of its total revenue. 
In almost half of this foreign market the 
industry is either not permitted or does 
not find it profitable to release all the 
pictures it produces annually. Such lim- 
itations, imposed either by government 
decree or trade practices, exist in Argen- 
tina, France, Italy, Japan, Spain and 
Switzerland. 

Economic conditions in many other 
countries—Austria, Belgium, Bolivia, 
Chile, Colombia, Denmark, Egypt, Fin- 


land, Germany, Haiti, Holland, Indone- 
sia, India, Iran, Iraq, Israel, Lebanon, 
Norway, Pakistan, Paraguay, Peru, Por- 
tugal, Syria, Sweden, Turkey and Uru- 
guay—make it undesirable to market 
certain pictures in them. These countries 
represent almost half of the foreign mar- 
ket for American motion pictures. The 
American motion picture companies are, 
therefore, faced with a difficult and very 
important marketing problem: which 
pictures out of their annual production 
should be selected for distribution in 
each of these countries. 

This problem is particularly complex 
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because motion pictures are a unique 
mass consumption ‘“‘merchandise.” They 
are unique because each film is an origi- 
nal creation and differs in important 
aspects from all other films. Each film is 
the composite of numerous factors: story, 
direction, acting, music, color, etc. All 
together make a picture a success or fail- 
ure in one or all markets of the world. 
Each separably might have a favorable 
or unfavorable influence on the ultimate 
monetary results somewhere in the 
world. 

The “know-how” of distribution ex- 
ecutives makes it possible to select pic- 
tures with some degree of accuracy for 
these restricted markets. However, no 
individual or group of individuals can 
be completely objective, and keep the 
relative value of all pictures at all times 
in mind. Certainly nobody can be right 
all the time. Since the selection of the 
wrong picture or pictures for a given 
country means the loss of a considerable 
amount of revenue it is natural that com- 
panies are interested in finding a scien- 
tific method to supplement the judgment 
and “know-how” of individuals. This 
article describes one approach to solving 
the problem of picture selection. 


The United States as Test Area 


American motion pictures generally 
are first released in the United States. 
A study, therefore, was made to deter- 
mine whether the monetary results of 
pictures in certain theatres or communi- 
ties in this country could serve as an ac- 
curate index as to how these pictures 
would do in any or all of the restricted 
foreign markets. The hope was, for in- 
stance, that neighborhoods populated 
with people of Italian descent would 
serve as an index for Italy, French de- 
scendant neighborhoods for France, Ger- 
man for Germany, and so forth. How- 
ever, this study only provided proof of 


the rapid adoption of American culture 
by foreign groups in the United States; it 
showed that there are no neighborhood 
theatres where box office results of mo- 
tion pictures differed materially and con- 
sistently from the over-all results of these 
pictures in the entire nation. 

The next step was a comparison of 
over-all results of pictures in the United 
States with over-all results of pictures in 
each foreign country. This study showed 
numerous substantial differences be- 
tween the relative earnings of pictures 
here and in each foreign country. These 
differences were least pronounced be- 
tween the United States and Great Brit- 
ain and the British Dominions. But even 
in these instances they amounted to 30 
per cent of the pictures checked, meaning 
that almost one out of three pictures 
made a substantially different profit 
showing. 

As far as supplying reliable clues for 
business to be expected from foreign 
countries, the results of this study were 
definitely negative and proved that the 
business a picture does in the United 
States is not necessarily an indication of 
how it will do in the foreign market in 
general or in any country or group of 
countries in particular. 


Analysis of Foreign Background Data 


Therefore, a different approach to the 
solution of the problem was tried. Its 
purpose was to ascertain what business 
was done by the pictures released in the 
past in each country. The first step was 
the compilation and maintenance of a 
record which registered comparable fig- 
ures by a representative group of pictures 
during a representative period of time in 
every country. Experience had shown 
that during the first year of distribution 
motion pictures earn 60 per cent to 99 
per cent of their total gross, depending on 
the country. Therefore, the gross of each 
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picture at the end of one year of distri- 
bution was taken as the comparable fig- 
ure. 

In order to obtain a representative 
group of pictures these first-year grosses 
were compiled for a period as far back as 
was practical and economically and statis- 
tically sound. This means that the extra- 
ordinary business done by films during 
the war years and the immediate post-war 
period was disregarded. Also disregarded 
was business done by pictures in Austria 
and Germany prior to the currency re- 
forms in these countries, the business 
done in Israel prior to the end of the 
Arab-Israeli war, etc. Figures were com- 
piled on all important markets with the 
exception of Argentina and the Iron Cur- 
tain countries. Import restrictions made 
it impossible to release new pictures in 
Argentina between the summer of 1949 
and the summer of 1951. During that 
two-year period a serious inflationary 
condition had changed business condi- 
tions. Therefore earning results of pic- 
tures released prior to 1949 became use- 
less for comparison purposes with 
pictures released since the summer of 
1951. However, it is hoped that with con- 
tinued normal importation of American 
films into Argentina it will be possible 
to set up a similar record for that impor- 
tant market. 

To date the compilation contains close 
to four-thousand first-year grosses from 
thirty-nine countries. This group of pic- 
tures becomes bigger and more represen- 
tative each month as additional films 
complete their first year of distribution 
in various countries and are added to the 
record. 

For each country a “base figure’ is es- 
tablished. This ‘base figure” is the aver- 
age first-year gross of all pictures recorded 
for that country. This figure changes 
slightly as new pictures are added. How- 
ever, the larger and more representative 


the group of pictures is the smaller are 
these fluctuations. The first-year gross of 
each individual picture is compared with 
this “‘base figure,” and pictures doing 1 
per cent to 39 per cent of the average are 
rated as having done Very Poor business, 
40 per cent to 79 per cent Poor, 80 per 
cent to 119 per cent Average, 120 per cent 
to 159 per cent Good, 160 per cent to 199 
per cent Very Good, 200 per cent and 
over Excellent. 


Picture Types 


There is further refinement: Pictures 
are divided into six types: Action, Musi- 
cal, Mystery, Drama, Drawing Room 
Comedy, Slapstick Comedy. An average 
also is established for each of these six 
type groups and by comparing the type 
averages to the over-all averages (the base 
figure), general audience preferences to 
types of pictures are obtained. 

The six types of pictures mentioned 
above include the following categories of 
film: 


The action group consists of what are 
usually known as westerns, war pictures, 
swashbuckling spectacles, such as The 
Three Musketeers, and outdoor adven- 
ture stories such as King Solomon’s 
Mines, Trader Horn, Tarzan or Lassie 
pictures. 

The drama and musical classifications 
are self-explanatory. 

Drawing-room comedies are light and 
amusing films where the comic effect is 
mainly in the dialogue. Typical examples 
are the Spencer Tracy and Katharine 
Hepburn pictures such as Woman of the 
Year or Adam’s Rib, and films such as 
Ninotchka, Father of the Bride, and 
Father's Little Dividend. 

Mysteries include the usual crime and 
detective films and espionage pictures. 

Finally, the slapstick comedy group 
consists of pictures in which the comic 
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effect of the dialogue is supplemented by 
a great amount of comical action. Typical 
examples are comedies starring Red Skel- 
ton, Abbott and Costello, Laurel and 
Hardy, and the Marx Brothers. 


Admittedly it is sometimes difficult to 
classify a picture. Some pictures are bor- 
derline cases. They can be classified ei- 
ther as action or drama (Kim, Beginning 
or the End); others are on the dividing 
line between the drawing room comedy 
and the slapstick group (Reformer and 
the Redhead); while others can be con- 
sidered either as a musical or a drawing 
room comedy with music (Grounds for 
Marriage, Strictly Dishonorable). 

Accordingly this refinement of classi- 
fying pictures by types has only secondary 
value especially since, as far as audience 
reactions to types of pictures are con- 
cerned, exceptions are the rule. For ex- 
ample, in Switzerland where dramas gen- 
erally do better than musicals, a good 
musical always will be more successful 
than a weak or even mediocre drama. 


Popularity of Picture Types 

Keeping in mind the qualifications 
stated above it is interesting to review 
the popularity of types of pictures on a 
world-wide basis and in the principal 
groups of countries. 

The most successful groups of pictures 
on a world-wide basis are musicals. This 
statement is based on the fact that in 
twenty-three countries, representing 
about 70 per cent of the foreign market, 
musicals are the most popular of the six 
types. 

In fifteen countries, representing about 
go per cent of the foreign market, action 
pictures are the most popular. On an 
over-all, world-wide basis they qualify 
as the second most successful group. 

Using the same system of evaluation, 
dramas place third, drawing room com- 


edies fourth, mysteries fifth, and slapstick 
comedies last. 

It is not surprising that musical and 
action pictures are the two most success- 
ful types of pictures, for it is in these 
groups, especially the former, that we 
find films into which the most in produc- 
tion and entertainment values has been 
put. Although the expenditure of money 
does not always produce its equivalent in 
picture quality and entertainment value, 
experience has shown that lavish or spec- 
tacular scenes and color usually help at 
the box office. 

If we break the foreign market down 
into its principal groups of countries, we 
can find the pattern of picture-type audi- 
ence preference for each group. Tables 1 
through 7 show the pattern for seven dif- 
ferent groups. 

As can be seen in Table 1, musical pic- 
tures dominate in the British Empire. In- 
teresting also is the fairly strong showing 
of mystery pictures in Great Britain; 
these usually are in fifth or last place in 
other countries. In Great Britain they 
rank fourth. On the other hand, come- 
dies, both of the drawing room and slap- 
stick type, show up weaker in Great Brit- 
ain than in the Dominions. 

The four Scandinavian countries 
(Table 2) seem to be divided into two 
equal groups, with Denmark and Fin- 
land preferring pictures with a more seri- 
ous vein, while Norway and Sweden 
show preference for musicals and other 
lighter fare. In particular, dramas show 
up poorly in the latter two countries. 

Action pictures dominate in the other 
Germanic European countries (Table 3). 
Otherwise it also seems divided into two 
equal groups with Austria and Germany 
preferring pictures with a lighter vein and 
dramas showing up better in the Nether- 
lands and Switzerland. 

In Latin Europe (Table 4), musical 
and action pictures show up as the most 
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TABLE 1.—PicTrURE-TyPE AUDIENCE PREFERENCE, BRITISH EMPIRE 


Country Ist 2nd 3rd 4th 5th Oth 
Australia Musical Comedies Drama Action Mystery Slapstick 
Gr. Britain Musical Action Drama Mystery Comedies Slapstick 
New Zealand Musical Drama Action Comedies Slapstick Mystery 
S. Africa Musical Drama Comedies Action Mystery Slapstick 


TABLE 2.—PIcTURE-TYPE AUDIENCE PREFERENCE, SCANDINAVIA 


Country 1st 2nd 3rd 4th 5th oth 
Denmark Action Musical Drama Comedies Slapstick Mystery 
Finland Action Drama Musical Comedies Slapstick Mystery 
Norway Musical Action Comedies Drama Mystery Slapstick 
Sweden Musical Comedies Action Slapstick Drama Mystery 


TABLE 3.—PICTURE-TYPE AUDIENCE PREFERENCE, OTHER GERMANIC EuPoPEAN COUNTRIES* 


Country Ist 2nd 3rd 4th 5th Oth 

Austria Action Comedies Drama Musical Slapstick Mystery 
Germany Action Comedies Musical Drama Mystery Slapstick 
Netherlands Action Drama Musical Slapstick Comedies Mystery 
Switzerland Action Drama Musical Comedies Slapstick Mystery 


* Switzerland has French and Italian speaking parts. Nevertheless she has been grouped with other 
Germanic countries as her German speaking section is the largest and also produces most of the revenue 


earned by American motion pictures in Switzerland. 


TABLE 4.—PicTURE-TyYPE AUDIENCE PREFERENCE, LATIN EuROPE* 


Country Ist 2nd 3rd 4th 5th 6th 
Belgium Action Musical Drama Comedies Slapstick Mystery 
France Action Musical Drama Comedies Slapstick Mystery 
Greece Musical Action Drama Mystery Comedies Slapstick 
Italy Musical Action Drama Comedies Mystery Slapstick 
Portugal Musical Action Drama Slapstick Comedies Mystery 
Spain Musical Action Drama Comedies Mystery 


* Belgium, although partly non-Latin with its large Flemish section, and Greece have been placed in this 
group because the culture of these two countries seems predominantly Latin in character. 


popular, with dramas a strong third. In 
Spain slapstick comedies were not rated 
because no representative data presently 
are on hand. 

At first glance it would seem that musi- 
cals are the general box office favorite in 
Latin America (Table 5) with the excep- 
tion of Mexico. This is true only with a 
certain qualification. Some musicals, 
such as those starring Esther Williams in 
lavish water ballet sequences, and those 
with semi-classical music, such as pictures 
starring Jane Powell and Mario Lanza, 


are successful. On the other hand, musi- 
cals with a typical United States back- 
ground and predominantly featuring 
modern United States hit songs such as 
Annie Get Your Gun, On The Town, 
Till The Clouds Roll By, Easter Parade, 
and Three Little Words are much 
weaker in Latin America than in other 
parts of the world. Remarkable are the 
strong showing of dramas which is even 
better than in Latin Europe and the 
fairly high rating of mysteries. 

In the Near East (Table 6), as can be 
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TABLE 5.—PICTURE-TYPE AUDIENCE PREFERENCE, LATIN AMERICA* 

Country Ist 2nd 3rd 4th 5th Oth 
Brazil Musical Drama Action Comedies Slapstick Mystery 
Chile Musical Action Drama Slapstick Mystery Comedies 
Colombia Musical Drama Action Mystery Comedies Slapstick 
Cuba Musical Drama Action Mystery Comedies Slapstick 
Mexico Action Drama Musical Mystery Comedies Slapstick 
Panama Musical Action Drama Comedies Mystery Slapstick 
Peru Musical Drama Action Mystery Comedies Slapstick 
Puerto Rico Musical Drama Action Mystery Comedies Slapstick 
Venezuela Musical Action Drama Mystery Comedies Slapstick 

* As stated above, Argentina is omitted because comparable up-to-date figures are lacking. 
TABLE 6.—PICTURE-TYPE AUDIENCE PREFERENCE, NEAR EAST 
Country Ist 2nd 3rd 4th 5th Oth 
Egypt Action Musical Mystery Slapstick Comedies Drama 
Iraq Action Musical Drama Mystery Slapstick Comedies 
Lebanon Action Musical Drama Mystery Slapstick Comedies 
TABLE 7.—PICTURE-TYPE AUDIENCE PREFERENCE, Far East 

Country Ist 2nd 3rd 4th 5th 6th 
Hong Kong Musical Action Slapstick Drama Mystery Comedies 
India Musical Action Slapstick Drama Mystery Comedies 
Indo China Action Musical Drama Mystery Slapstick Comedies 
Indonesia Action Musical Slapstick Drama Mystery Comedies 
Japan Action Musical Drama Slapstick Mystery Comedies 
Malaya Musical Action Slapstick Drama Comedies Mystery 
Philippines Action Musical Drama Mystery Slapstick Comedies 
Siam Musical Action Slapstick Drama Comedies Mystery 


expected, action and musical pictures are 
the most popular. It is typical also that 
slapstick comedies show up better than 
the more sophisticated drawing room 
comedies. 

Again, in the Far East (Table 7), we 
find action and musical pictures on top. 
The subtle humor of modern drawing- 
room comedies seems completely lost on 
Far Eastern audiences as this type of pic- 
ture is showing up very poorly. On the 
other hand slapstick comedies seem more 
popular in the Far East than in any other 
part of the world. 

This type of picture record was supple- 
mented by a Star Rating Form which 
registers the value of stars, again based on 
the percentage-average system. This 
method of star rating, of course, is simply 


a reflection of the performance of the pic- 
tures in which a star appeared in a given 
country. It does not necessarily record 
the actual popularity of the star in a coun- 
try, for the star, as pointed out earlier, is 
only one of many factors influencing suc- 
cess or failure of a picture. As experience 
showed that this star-rating form gave lit- 
tle, if any, additional useful information 
it was discontinued and it seems that the 
only correct way of determining the pop- 
ularity of a star in a given country would 
be by means of a direct audience poll. 
The data gathered in this background 
record tell us what pictures were success- 
ful or unsuccessful in the past in each 
country. By comparing an as yet unre- 
leased picture with a film or films of a 
similar type or with a similar cast we can 
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make a fairly accurate estimate of its 
probable earning potential in a given 
country. However, here the basic diffi- 
culty faces us that although motion pic- 
tures are a mass consumption “‘merchan- 
dise” each picture is an original creation 
and must differ in important aspects from 
all other films. Therefore only compara- 
tively few films are so similar as to type, 
cast, story, direction, etc. that this pro- 
cedure alone would give entirely reliable 
results. 


Cultural Similarity Groups 

As pointed out previously the relative 
results of pictures differed between the 
United States and the other countries of 
the world. A study was made to find out 
whether a certain pattern or patterns 
could be established by comparing, coun- 
try by country, the ratings of pictures 
which are based on the relationship of 
the first-year gross in a country to the 
proper “base figure” (the average of all 
first-year grosses in this country). As 
stated before, the ratings classify pictures 
as Very Poor, Poor, Average, Good, Very 
Good, or Excellent. The performance of 
a picture was considered as “similar” 
when it obtained the same or an adjoin- 
ing rating (Very Poor and Poor, Poor and 
Average, Average and Good, Good and 
Very Good, Very Good and Excellent) in 
different countries. If its respective rat- 
ings were not adjoining (Very Poor and 
Average, Poor and Good, Average and 
Very Good, Good and Excellent) it 
would be considered “‘different.” 

The results of this study showed that 
there are only very few pictures which re- 
ceive the same or similar ratings in all 
countries of the world. The majority of 
this group are weak pictures which failed 
wherever shown. There is one notable 
exception, the picture Three Musketeers. 
This is the only one of 126 MGM releases 
during the four years from September 1, 


1946 to August 31, 1950 which obtained 
in all countries an Excellent rating, 
meaning that it did everywhere better 
than 200 per cent of average business. 

Most of the pictures analyzed, how- 
ever, showed different ratings in different 
countries. Here are a few examples 
picked at random: 

Annie Get Your Gun did better than 
200 per cent of average (Excellent) busi- 
ness in the British Empire and Scandina- 
via. On the other hand its rating in Portu- 
gal was only 103 per cent (Average). 

Adam’s Rib which did well in the Brit- 
ish Empire and Scandinavia only 
achieved below average results in most 
of Latin America and in the Far and 
Near East. 

Little Women which did Excellent 
business in the British Empire only did 
22 per cent and 26 per cent of average or 
Very Poor business in Norway and Swe- 
den respectively. 

On the other hand The Great Sinner 
did poorly in the British Empire and was 
generally successful in Latin America. 

It would be possible to go on reciting 
examples almost indefinitely to prove the 
apparent facts that only few pictures do 
“similar” business in all countries of the 
world and that most pictures do “‘differ- 
ent’ business in different parts of the 
world. It seemed, however, that a definite 
pattern of “similar” countries could be 
developed. 

The next step, therefore, was a study 
to determine whether there was a suffi- 
cient cultural affinity among various 
countries or groups of countries, so that 
the performance of a picture in one or 
more of them could be considered as an 
indication as to how this picture would 
do in another country belonging to the 
same cultural group. It was hoped that 
each group would contain at least one 
country releasing all or most pictures. 
This country could then serve as a test 
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area for all the other countries in that 
group. 

In order to find a sound basis for this 
cultural group study, countries were con- 
sidered as being a primary similarity 
group if at least 80 per cent of the pic- 
tures released in these countries had a 
“similar” rating with most of the “dif- 
ferences” showing a definite pattern. 
Such a definite pattern might bea marked 
preference for a star or a type of picture 
in one or more countries of the group. 
Countries which showed a picture rating 
similarity of from 70 per cent to 79 per 
cent were considered as belonging to a 
secondary similarity group. 

The results of this study were most 
gratifying as they showed the following 
definite pattern of countries belonging 
to primary and secondary similarity 
groups: 

1. Great Britain and its Dominions, 
Australia, New Zealand, and South Af- 
rica, form a primary similarity group. 
The “differences” are comparatively 
minor and show the following pattern: 

Pictures starring Judy Garland and 
Mysteries are stronger in Great Britain 
than in the Dominions. Pictures starring 
Mario Lanza, Jane Powell and Red Skel- 
ton are weaker in Great Britain than in 
the Dominions. 

2. The Scandinavian countries, Den- 
mark, Finland, Norway and Sweden, 
form another primary similarity group 
which shows the following pattern of 
“differences”: 

Lassie pictures are stronger in Finland 
than in the other three countries. Musi- 
cals and comedies are stronger in Sweden 
and Norway than in Finland and Den- 
mark. There is a marked preference for 
pictures starring Katharine Hepburn in 
Sweden. 

g. The Germanic countries; Austria, 
Germany, and the Netherlands form an- 


other primary similarity group. There 
are only a few minor “differences” in this 
group. 

The preceding Scandinavian group 
and these three Germanic countries form 
a secondary similarity group. 

4. The Latin countries of Europe, Bel- 
gium, France, Greece, Italy, Portugal 
and Spain are a primary similarity group 
which “differs” very markedly from the 
three preceding ones. 

5. The Latin American countries are 
another primary similarity group which 
“differs” considerably from the first three 
groups but which on the other hand 
forms a secondary similarity group with 
the Latin countries of Europe. 


This Latin American group shows a 
significant pattern of “differences” as far 
as musical pictures are concerned, as 
“USA type” musicals are weaker in 
Chile, Colombia, Peru, and Mexico, than 
in the rest of Latin America. 


6. India and the Near Eastern coun- 
tries Egypt, Iraq and Lebanon form an- 
other primary similarity group which 
“differs” very considerably from all other 
similarity groups. 

7. The Far Eastern countries, Hong 
Kong, Indo-China, Indonesia, Japan, 
Malaya, the Philippines and Siam, form 
another primary similarity group which 
differs materially from all other groups. 
An interesting “difference” in this group 
is the considerable strength of war pic- 
tures in the Philippines. 


Summing it up, this study established 
and confirmed seven primary similarity 
groups. In addition there are two sec- 


_ondary similarity groups, the Scandina- 


vian-Germanic and Latin American- 
Latin European. This study also revealed 
three countries which showed no signifi- 
cant or consistent “similarities” with any 
other country. Interestingly enough the 
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United States, Switzerland, and Israel, all 
countries with a multi-racial back- 
ground, but with very strong national 
cultures, are in this latter category. 


Selection Procedure 


Now to use the information collected. 
The ideal procedure to be followed when 
selecting a picture for a limited market 
country is (1) to check the past results of 
productions in the same type group and 
(2) to await the first-year results and rat- 
ings of this picture in other countries 
within the same primary or secondary 
similarity groups. 

Because of the time element, the lat- 
ter procedure frequently is impractical 
or sometimes even impossible. There- 
fore, it is necessary to look for a speedier 
method of establishing the market poten- 
tial of a picture in the primary and 
secondary similarity group countries. Ex- 
perience has shown that a definite inter- 
relation exists between the “‘first-run key- 
city” grosses of a picture and the ultimate 
gross after one year of release. “‘First-run 
key-city” grosses are the grosses earned 
in premiere engagements of a picture in 
the large cities of a country. Thus, for ex- 
ample, the “key cities’ of the Nether- 
lands are The Hague, Amsterdam and 
Rotterdam, and the large downtown the- 
_atres of these cities are called its “first 
runs.” Further research disclosed that un- 
der normal conditions pictures earn the 
same ratings based on first-run key-city 
grosses as they do based on complete first- 
year grosses. These results differ only 
when first-run key-city engagements are 
affected by extraordinary outside influ- 
ences, such as political disturbances, ex- 
tremes of weather, local epidemics, un- 
usually strong competition, etc. Because 
of these possible interference factors, the 
method of relying only on first-run key- 
city grosses in countries within primary 


or secondary similarity groups is not 
quite so reliable as the method using the 
full first-year grosses. However, because 
of the time element this short-cut method 
is being used in emergencies. 


Results of Methods Used 


The methods outlined above have now 
been in use for about one year. So far they 
have proven themselves eminently suc- 
cessful. Several instances can be cited 
when local distribution executives rely- 
ing on personal opinions advised against 
the release in their market of pictures 
which had been successful in countries 
within their similarity groups. They 
were overruled and the pictures proved 
to be hits in their countries also. On the 
other hand there are also numerous in- 
stances when local distribution execu- 
tives, again relying on personal opinions, 
insisted on releasing pictures which had 
failed in countries of their similarity 
group. In such cases the fact that they 
were not overruled proved costly, as the 
pictures did disappointing business. As 
with all market analyses relying mainly 
on statistics, the methods outlined above 
become more reliable and accurate as ad- 
ditional figures are secured. There can 
be no doubt that their proper use, 
coupled with better selling, better ex- 
ploitation, and improved quality of mo- 
tion pictures now being produced will be 
reflected in a substantial increase of rev- 
enue earned in foreign markets. 


Conclusions 


In conclusion, the following can be 
stated: 


(1) Results in the United States do not 
necessarily indicate the business a 


picture will do anywhere else in 
the world. 
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(2) Results in any one foreign country 
do not necessarily indicate the 
business this picture will do in all 
other foreign countries. 

(3) Past results of pictures in a given 
country indicate the business that 
can be expected from similar type 
productions in the same market. 


(4) Results in certain foreign coun- 
tries are a very good index for 
other countries belonging to the 
same primary or secondary simi- 
larity groups. 

RONALD CARROLL 


Loew’s International Corporation 
(M.G.M.) 


KORDER BIAS IN A MAIL SURVEY * 


HE possibility of bias in sample sur- 
‘kee arising from the order in which 
the questions are presented is widely rec- 
ognized. Although this bias has been de- 
tected in many forms, new ones continue 
to crop up all the time. The present arti- 
cle discusses bias as it seems to have ap- 
peared in a mail survey, a form which off- 
hand would hardly be considered likely 
to produce bias. The results may point to 
the need for additional precautions 
against this type of bias in future work 
involving similar forms. 


THE SURVEY 


In the fall of 1950 the Bureau of Eco- 
nomic and Business Research, in cooper- 
ation with the Marketing Division of the 
University of Illinois, mailed out ques- 
tionnaires to about 800 store credit man- 
agers and credit bureau managers in the 
nation asking them to rate each of 42 se- 
lected occupations as “good,” “fair,” or 
“poor” credit risks; this was the revival 
of a study made originally by P. D. Con- 
verse in 1930.1 A few other questions 
were asked, all of them related to the oc- 
cupational ratings. As originally contem- 
plated, only one questionnaire form was 
to be used for the survey, a form which 

* The writer would like to thank Mrs. Frances 
Dotson for her capable assistance in carrying out this 


study. 
*The substantive findings of the present study 


“will be published shortly by R. S. Hancock in Cur- 


rent Economic Comment. 


classified the 42 occupations under six 
major occupational categories ranging 
from “Professional” to ‘Skilled, semi- 
skilled, and unskilled.’ More or less as 
an afterthought, the question was raised 
whether this subjective valuation of occu- 
pations might conceivably bias the occu- 
pational credit ratings furnished by the 
respondents. To detect this bias, if it 
existed, as well as to eliminate any such 
bias from the content of the survey, it was 
decided to use a second form also, one 
which ranked the occupations in the re- 
verse order from that on the first form. 
In other words, the order of the occupa- 
tional categories on the two forms, which 
we may label “A” and “B,” respectively, 
is as follows: 


A B 
Professional Skilled, semiskilled, 
and unskilled 
Managerial Agricultural 
Clerical and sales Service occupations 
Service occupa- Clerical and sales 


tions 
Agricultural Managerial 
Skilled, semi- Professional 


skilled, and un- 
skilled 


One form was mailed to half the 
sample, the other form to the other half. 
A total of 205 usable questionna‘res was 
returned, of which 91, or 44.4 per cent, 
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TABLE 1.—RatinGs oF “Goon,” “Farr,” AND “Poor” BY FORM OF QUESTIONNAIRE 


Form Good Fair Poor Total 

A. (Professional first) 1,407 1,436 594 3,437 
(1,516) (1,338) (583) 

B. (Professional last) 2,070 1,631 743 4,444 
(1,961) (1,729) (754) 

Both forms 3,477 3,067 1,337 7,881 


were Form A, and 114, or 55.6 per cent 
were Form B. With the aid of these re- 
turns, the effect of the form on the reply 
received was investigated in two respects: 
the distribution of the occupational 
credit ratings, and the definitions of 
“good,” “fair” and “poor.” Study of the 
second question was made possible by 
asking the respondents to define “‘good,” 
“fair” and “poor” credit risks, in terms of 
the percentage of defaults, if possible.” 


OCCUPATIONAL RATINGS 


Tests to detect the presence of order 
bias were carried out separately on all 
occupational ratings, on the ratings of the 
two extreme categories, and on the rat- 
ings of selected occupations. The nature 
of these tests and the findings are dis- 
cussed below. 


All Ratings 


The results of a tabulation of the total 
number of ratings of “good,” “fair,” and 
“poor” by form used are shown in Table 
1. The figures not in parentheses in this 
table were obtained by summing the 
number of times each adjective was 
checked for the occupations ranked by 
all respondents who returned the partic- 
ular form. Thus, the figures in the 
“Good” column indicate that the g1 re- 
spondents using Form A rated occupa- 
tions an aggregate of 1,407 times “good” 


2 The distribution of these replies, together with 
the effect of these distributions on the validity of 
the survey, is the subject of a separate study by the 
writer. 


as compared with 2,070 similar ratings 
for the 114 respondents using Form B. 

The figures in parentheses in the table 
were obtained on the assumption of the 
null hypothesis that the order of the oc- 
cupations has no effect on the occupa- 
tional credit rating. In that case, the ex- 
pected figure for “good” for Form A 
would be (3,477 + 7,881) (3,437), or 
1,516, and so on. These figures provide 
a yardstick against which to judge the 
validity of the observed differences. If the 
differences between the actual number 
of ratings and the corresponding ex- 
pected number are very small and erratic, 
order is clearly of little importance. The 
picture presented in Table 1, however, 
tells a somewhat different story. 

The 1,407 times an occupation was 
rated “good” by those who returned 
Form A, listing professionals first, was a 
good deal below the 1,516 times that 
would have been expected in the absence 
of any influence of order; and the 1,436 
and 594 times these respondents rated an 
occupation “fair” and “poor,” respec- 
tively, are above what would be expected 
on the assumption of no relationship. 
The situation is exactly reversed for the 
respondents who returned Form B; the 
number of ratings of “good” is consider- 
ably larger than expected, whereas those 
of “fair” and “poor” are somewhat 
smaller. In other words, those who rated 
professional occupations first were more 
strict than those rating professional last. 

Granting that the direction of the dif- 
ferences conforms with some pattern, are 
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these differences significant or might they 
have arisen even if no such differences 
actually exist? The usual method of an- 
swering this question is to make a chi- 
square test,* and for what it is worth, this 
test was applied to the data. The value of 
chi-square came out to be 27.00, well be- 
yond the .o1 level of significance, so that 
there is less than one chance out of 100 
that the observed differences could have 
been produced from a population for 
which the order of the occupations listed 
is not indeed a relevant factor. 

The interpretation of the results of this 
test is, however, subject to considerable 
reservation because of our lack of knowl- 
edge regarding the representativeness of 
the sample. No identification could be 
requested and little could be done to- 
ward validating the results. Hence, in 
view of the low response rate, 25 per cent, 
no assurance is possible that the returns 
represent a random selection from the 
population, which is a necessary condi- 
tion for the validity of a chi-square test. 
Of course, we also have no knowledge 
that the returns do not constitute a ran- 
dom selection from the population, and 
in view of the large and consistent dif- 
ferences in Table 1 we can only conjec- 
ture that whatever bias may be present 
in the sample is insufficient to account 
for the observed differences. 

What, then, is the reason for these dif- 
ferences? Why should the order in which 
the occupations are presented influence 
the credit ratings? Basically, the reason 
would seem to lie in the assumption that 
the respondent answers, and is influenced 
by, the questions in the order of their 
appearance on the questionnaire—even 
in a mail survey, in which he does not 
necessarily have to follow this procedure. 


*A description of the test will be found in al- 
most any statistics book. See, for example, Robert 
Ferber, Statistical Techniques in Market Research 
(New York: McGraw-Hill Book Company, 1949), 
Ch. X. 


On the basis of this assumption, we 
might reason that respondents are likely 
to set a more strict rating standard if they 
are faced with first rating a list of occu- 
pations generally believed to be charac- 
terized by high and relatively stable in- 
comes than if the reverse were the case. 
This is more or less analogous to the well- 
known but infrequently admitted ten- 
dency for a teacher to be more strict in 
grading a good student who is a member 
of a class of other good students than one 
who is in a class of mostly poor students. 
On this basis, therefore, respondents fill- 
ing out Form A should be more strict, 
i.e., assign fewer “good” ratings and 
more “poor’’ ratings, than those filling 
out Form B, and this is exactly the situ- 
ation pictured in Table 1. 

The fact that the disparity between the 
actual and expected numbers is so much 
greater for “good” than for “‘poor’”’ may 
be attributed to the probable tendency 
on the part of respondents using Form A 
to check many of the professional occu- 
pations “fair” rather than “good” as a 
means of indicating relative preference 
within the group, whereas users of Form 
B were undoubtedly more liberal in rat- 
ing the professional occupations. 

Another hypothesis that was tested as 
a possible explanation for the differences 
in ratings derives from the fact that the 
sample is composed of two somewhat dif- 
ferent groups: store credit managers and 
credit bureau managers. If store credit 
managers can be assumed to have more 
contact with higher income groups—and 
hence more contact with professional and 
managerial occupations—than credit bu- 
reau managers, there might be some basis 
for believing that they are also likely to 
be more strict in rating the credit risks 
of various occupations. If this is true and 
if the response rate of store credit mana- 
gers is greater, and that of credit bureau 
managers is lower, on Form A than on 
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TABLE 2.—RatinGs OF “‘Goop,” “Farr,” AND “Poor” BY FORM OF QUESTIONNAIRE AND BY 
SELECTED OCCUPATIONAL GROUPS 


Form “Good” “* Fatr’”’ “Poor” Total 
Professional Occupations 

A. (Professional first) 426 . 267 74 767 
‘ (451) (248) (68) 

B. (Professional last) 604 300 81 985 
(579) (319) (87) 

Both forms 1,030 567 155 1,752 

Skilled, Semiskilled, and Unskilled 

A. (Professional first) 247 464 227 938 
(262) (449) (227) 

B. (Professional last) 359 573 297 1,229 
(344) (588) (297) 

Both forms 606 1,037 524 2,167 


Form B, differences in the ratings of the 
occupations on the two forms might not 
be symptomatic of bias but rather of dif- 
fering sample compositions. However, 
investigation revealed no basis for such a 
hypothesis. The same differentials ex- 
isted by type of manager in the rate of re- 
turn on the two forms, and the slight dif- 
ferences that did exist in the occupational 
ratings showed, if anything, greater strict- 
ness on the part of the credit bureau man- 
agers. 


Occupational Groups 


Limitation of time and resources did 
not permit a comprehensive study to be 
made of the effect of order of occupation 
on credit rating for each occupation and 
occupational group. A compromise was 
achieved by studying the two occupa- 
tional groups at the extremes of the or- 
der, and selected occupations within each 
of these occupational groups. In this way, 
any effect on occupation and occupa- 
tional groups that does exist should read- 
ily be brought to light. 

The number of times occupations were 
rated “good,” “fair,” and “poor” by or- 
der of questionnaire and by the two ex- 
treme occupational groups is given in 
Table 2. The figures in this table were 
obtained in the same manner as those in 


Table 1, except that the tabulations were 
restricted to each of these two occupa- 
tional groups in turn. The figures in pa- 
rentheses were again obtained on the 
basis of the null hypothesis, this time as- 
suming that no difference existed be- 
tween the two forms in the ratings within 
each occupational group. 

The general pattern portrayed in 
Table 2 is essentially the same as that in 
Table 1. For both occupational groups, 
the users of Form A were less liberal with 
“good” ratings than those of Form B and 
more apt to classify occupations as “fair.” 
These tendencies are somewhat more 
pronounced for the professional group 
than for the skilled, semiskilled, and un- 
skilled occupations, a factor that may be 
explained by the greater heterogeneity 
of the latter group.* 

The application of chi-square tests to 
each occupational group separately re- 
veals that, assuming the validity of the 
test procedure, the differences could have 
arisen from a population in which such 
differences do not exist less than 5 times 
out of 100 for the professional group but 

‘For example, this group includes such relatively © 
steady-income-earning occupations—at least as of 
1950—as skilled factory workers, carpenters, and 


printers, as well as common laborers and section 
hands. 
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as often as 15 times out of 100 for the 
skilled, semiskilled, and unskilled group. 
There would, therefore, seem to be some 
basis for believing that the effect of the 
order of occupation on credit rating is 
greatest for the so-called “higher” occu- 
pations, but that the heterogeneous na- 
ture of the skilled, semiskilled, and un- 
skilled group may well be a contributory 
factor to the more limited significance of 
the differences in this group. 


Selected Occupations 

Six individual occupations were se- 
lected for study: professors and instruc- 
tors, lawyers and judges, and physicians 
from the professional group; and un- 
skilled factory workers, carpenters, and 
railroad workers from the skilled, semi- 
skilled, and unskilled group. Tables con- 
structed in the same manner as Tables 1 
and 2 revealed the same basic pattern in 
all cases but one (carpenters), in which 
the actual and theoretical values were 
practically equal. The pattern was uni- 
formly more pronounced for the three 
professional occupations than for the 
three other occupations. The application 
of chi-square tests, however, did not indi- 
cate that the differences were significant 
at the usual probability levels; the levels 
of significance ranged from .20 to .go for 
the three professional occupations to as 
high as .50 to .80 for the three skilled, 
semiskilled, and unskilled occupations. 
The fact that the phenomenon appears so 
consistently, however, would tend to sup- 
port its existence, at least for the “higher” 
occupations in the present study.® 


DEFINITIONS OF “Goon,” “Farr,” 
AND “‘Poor” 


Respondents were requested to define 
“good,” “fair,” and “poor” in terms of 


* Thus, by virtue of the additive property of chi- 
square, the observed differences for these three pro- 
fessional occupations combined were already signif- 
icant at the .10 probability level. 


percentage defaults in order to provide 
a means of determining whether the in- 
terpretation of these adjectives, and of 
the differences between them, was con- 
sistent as well as distinct. Although the 
analysis of these data constitutes a sepa- 
rate study in itself, the data are pertinent 
to this discussion in so far as the order of 
listing of the occupations may affect the 
definitions of these adjectives. 

Offhand, such an effect would not seem 
to be very probable in view of the fact 
that the question on the definitions pre- 
ceded that on the occupational credit rat- 
ings. However, since the survey was made 
by mail the respondent obviously had an 
opportunity to examine all the questions 
before answering any one of them. If he 
followed this procedure more or less uni- 
formly, no bias in the definitions result- 
ing from any particular ordering of the 
occupations would be expected. But if he 
did not examine the questionnaire thor- 
oughly before defining “good,” “fair,” 
and “poor,” or if simply in the course of 
defining them he was influenced by the 
first few occupations on the list despite 
his perhaps having noticed all of them, 
then bias might appear. 

Although the latter theory may seem 
somewhat far-fetched, analysis of the re- 
turns defining these adjectives (69 out of 
the 205 respondents supplied numerical 
definitions) reveals surprisingly strong 
support for it. Table 3 presents the means 
and the ranges of the definitions of 
“good,” “fair,” and “poor” for each of the 
two forms; the means for the adjectives 
are simple averages of the numerical an- 
swers given.® For every adjective, the av- 

*Some question exists regarding the true meaning 
of the definitions, i.e, whether the answers are 
limits, mean values, or something else, but in an- 
other article by the writer it is shown that analyti- 
cal results obtained from these data are largely in- 
variant to the interpretation given, provided the 


same interpretation can be applied consistently to 
all the replies. 
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TABLE 3.—MEANS AND RANGES OF DEFINITIONS OF ‘‘Goop,”’ ‘‘Farr,’’ AND “Poor” IN PER CENT 
OF DEFAULTS, BY FoRM 


Form A Form B 
Adjective Mean Range Mean Range 
Good 4.8% 0-15% 9.8% 0-25% 
Fair 17.2 3-30 25.7 4-55 
Poor 36.6 5-65 44.9 7-90 
Occupational average 15.1 — 21.1 — 


erage of the definitions submitted by the 
users of Form A, which lists professional 
occupations first, is considerably below 
that obtained from the Form B responses. 
If one tests the statistical significance of 
the differences—a test which again is not 
strictly valid for the same reasons as given 
in discussing the use of chi-square—it is 
found that any differences of these magni- 
tudes could occur less than three times 
out of 1,000 purely as a result of sampling 
variation. 

Of equal significance are the more lim- 
ited ranges of the definitions given by 
users of Form A. Thus, their definitions 
of “good” and of “poor” go only as high 
as 15 per cent and 65 per cent, respec- 
tively, whereas the respondents on Form 
B define “good” as high as 25, per cent de- 
faults and “poor” as high as go per cent 
defaults.? 

The figures in the last row of Table 3 
are of particular interest because they 
serve to refute the possibility of cancella- 
tion of this bias. Offhand, it would seem 
plausible to engineer such a cancellation 
of bias in the present study by substitut- 
ing the numerical definitions for the oc- 
cupational credit ratings and then carry- 
ing out the analysis of the content of the 
survey in terms of these definitions. If the 
users of Form A were equally strict as to 


* Actually, of course, any default percentages over 
the upper limit of the range for “poor” would also 
be “poor,” and there is some question regarding 
the true meaning of these definitions in this re- 
spect. This question is not pertinent to the present 
discussion, however, because it is the relative magni- 
tudes that are of primary interest. 


the occupational credit ratings and the 
definitions, cancellation of the bias 
would indeed result from using this pro- 
cedure. To take an extreme example, if 
Form A respondent, A;, and Form B re- 
spondent, B;, rate two occupations, X 
and Y, as follows: 


Ai 
x Fair Good 
Y Poor Fair 


as in line with our findings, and if their 
definitions of the adjectives are: 


Ai 
Good 5 15 
Fair 15 25 
Poor 25 50 


as is also in line with our findings, sub- 
stitution of the numerical definitions of 
the adjectives for the adjectives them- 
selves would completely eliminate the 
bias. Thus, by rating occupation X as 
“fair,” respondent A; means 15 per cent 
defaults, which is exactly the same as re- 
spondent B,; means when he rates the 
same occupation “good.” In that case, 
only one form could be used on the sur- 
vey and the order of the occupations 
would be of no relevance. 

Although this procedure may work on 
some surveys, the “Occupational aver- 
age” row of Table 4 indicates that this 
survey is not one of them. Comparison of 
the two averages in this row, which were 
obtained by essentially the same proce- 
dure outlined above—substituting the 
definitions of the adjectives for the adjec- 
tives themselves and averaging over all 
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occupations rated by respondents to the 
particular form—shows that the Form A 
respondents remain the more strict of the 
two groups, significantly so at almost the 
.01 probability level if a statistical signif- 
icance test could be applied. In other 
words, the strictness of the Form A re- 
spondents as to the occupational credit 
ratings is insufficient to compensate for 
their even greater strictness in defining 
“good,” “fair,” and “‘poor.”” The greater 
margin of severity as to the definitions 
than as to the occupational credit ratings 
themselves—which is indeed a surprising 
phenomenon—may be due, at least in 
part, to the much smaller latitude allow- 
able by the credit ratings than by the defi- 
nitions: only three answers are possible 
in the former case as against a far greater 
range of possibilities in assigning numer- 
ical values to “good,” “‘fair,” and “poor.” 


IMPLICATIONS OF THE FINDINGS 


Although any conclusions drawn from 
this study have to be qualified by the pos- 
sible unrepresentativeness of the sample, 
there seems to be clear evidence that the 
replies obtained to the main questions 
asked on the survey were influenced by 
the order in which the occupations were 
listed. The fact that this bias was detected 
in a mail survey, which provides the re- 
spondent with an opportunity to exam- 
ine all the questions before answering 
any one of them, seems to make the find- 
ing all the more significant. If this study 
is truly representative, almost any ques- 
tion involving ratings or opinions of dif- 
ferent members of a group is subject to 
bias, so long as the listing is subject to in- 
terpretation as an evalution of the rela- 
tive merits of the members in some mono- 
tonic order. Judging by the results of the 
preceding section, the danger of bias in 
such studies exists not only with respect 
to the question containing the listing but 


with respect to related (and/or neighbor- 
ing, perhaps?) questions as well. 

The findings of this study tend to 
prove that bias due to question order or 
listing, frequent in personal interview 
surveys, is also very likely with mail ques- 
tionnaires, even though the respondent 
can inspect the questionnaire before 
writing anything and does not even have 
to answer the questions in the order in 
which they appear. Whether or not the 
respondent does examine the entire ques- 
tionnaire before writing, this study seems 
to indicate that when he does begin to 
write, he is still influenced by the imme- 
diate and neighboring questions. To the 
extent that this is true, bias arising from 
order of question must remain a major 
consideration in constructing a question- 
naire even for a mail survey. 

Fortunately, the type of bias with 
which we have been concerned here is 
not too difficult to forestall. The split- 
run technique as used in this survey, or 
even a multiple-run technique, should 
prove effective in the great majority of 
cases; they are strongly recommended 
whenever there is even any suspicion that 
order bias may appear.® An alternate 
method that may well offer intriguing 
possibilities for eliminating more than 
just order bias lies in the deliberate intro- 
duction of a second bias to counteract the 
first bias, as attempted in the preceding 
section (though the question on defini- 


* There is at least one sense in which this method 
may fail in a mail survey (to a lesser extent on other 
types of surveys), and that is when differential re- 
sponse rates are secured on the various forms. If 
such is the case, reweighting is a possible antidote, 
if the replies can be assumed to be representative 
of the groups from whom they were secured. This 
situation may have occurred in the present survey, 
Form A having a response rate of 22.7 per cent (of 
the 400 questionnaires of that type mailed out) as 
against 28.5 per cent for Form B. The differences in 
these response rates would have been significant at 
the 0.1 significance level. Why these differences 
should exist, if indeed they do in the population, 
is not clear. 
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tions in this survey was not asked with 
this objective in mind). This is a method 
that seems to merit further research; its 
application in practice would at present 


be justifiable only on an experimental 
basis. 

ROBERT FERBER 
University of Illinois 


SALES TESTS AS A MEASURE OF ADVERTISING EFFECTIVENESS 


ALES TESTING seeks to give us the key to 
S profitable future activities through a 
measurement of the effectiveness of the 
new product, copy appeal, and so on, in 
any given situation. Our major concern 
here is with the study of changes in sales 
patterns resulting from changes in adver- 
tising. Advertising changes involve vari- 
ations in copy, illustrations, media, posi- 
tion, use of color, and other elements. 

The problems of sales tests center 
around the difficulties common to all 
controlled experiments. The aim of the 
controlled experiment is to test a causal 
hypothesis. The experimenter here has 
in mind two phenomena, X and Y, and 
is concerned with the determination of 
whether or not there is any relationship 
between them. The design of the experi- 
ment is based on the assumption, deter- 
mined from observation or theory prior 
to the actual experiment, that one of the 
variables, X, is the cause and that the 
other variable, Y, is the consequence of 
the first and, therefore, the effect. The 
findings of the experiment give us a 
measure of the relationship after we have 
first taken into consideration the prob- 
able effect of those uncontrolled circum- 
stances surrounding the experiment. 

No matter how elaborate the experi- 
mental design, the value of the findings 
depends very much on having first an 
explicit and precise hypothesis from 
which to work. The importance of a 
clear statement of the cause and effect 
relationship to be investigated cannot be 
overemphasized because, as Cohen and 
Nagel point out, “The hypothesis which 
directs observation also determines in 


large measure what factors in the subject 
matter are noted.” 

To further clarify our understanding 
of the experimental method we should 
note the following comment: 

“The experimental method is essen- 
tially the procedure of carrying out on a 
small scale a trial solution to a problem. 
This solution is usually arrived at by 
holding constant all elements which af- 
fect the result except the one being meas- 
ured, which is varied.’’? 

We see in this statement, in its most 
rigid interpretation, two assumptions 
which are difficult to accept in the actual 
practice of sales testing. These assump- 
tions are: 


1. The conclusions drawn from the 
test are applicable to the firm’s over-all 
operations because the conditions sur- 
rounding the test are basically the same 
as the conditions which exist in the 
whole area in which the firm operates. 

2. It is possible to hold constant all el- 
ements which affect the result and to vary 
only the one being tested. 


Difficulty of Obtaining Right Conditions 

The actual existence in real fact of the 
theory expressed in the first assumption 
(above) is primarily dependent on the 
representativeness of the test area or 
areas in terms of the particular popula- 
tion characteristics of the product’s over- 
all market. 

* Morris R. Cohen and Ernest Nagel, An Introduc- 
tion to Logic and Scientific Method (New York: Har- 
court, Brace and Co., 1934), p. 216. 

?Lyndon O. Brown, Marketing and Distribution 
Research (New York, The Ronald Press Co., 1949), 
p- 285. 
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We should note, from the administra- 
tive viewpoint, the added problem of the 
time factor. Once we have found the su- 
perior approach via a sales test, we face 
the possibility that external conditions 
will have so changed by the time we can 
put on a regional or national campaign 
that our findings may no longer be truly 
applicable. For example, it is possible 
that Approach A led Approach B in a 
May sales test, but that the same sales 
test run in June, a week before our na- 
tional campaign featuring Approach A 
breaks in magazines, will show that Ap- 
proach B has far greater effect in June. 
For items featuring seasonal appeals 
there seems to be quite a danger in using 
sales tests, since the timing problem is 
so acute; we must test under conditions 
representative of the period in which the 
main campaign is to be run, yet we must 
test far enough in advance to permit us 
to break our campaign at the most stra- 
tegic moment. The considerable period 
of time needed in preparing magazine 
advertising, for instance, increases the se- 
riousness of this time problem from an 
advertiser's viewpoint. 


Difficulty of Controlling Variables 


Turning to the second assumption 
above, we can see that it is impossible to 
control most of the elements which affect 
sales during any particular period of 
time. For example, variations in Govern- 
ment actions, the rise and fall of interna- 
tional tensions, changes in weather, 
changes in the level of competitive activ- 
ity, changes in local business conditions, 
and many other similar variations occur- 
ring during a period will all have im- 
portant effects on the level of sales, effects 
which are not related to the specific sales 
appeal being tested in such a manner as 
to facilitate comparisons. 

One of the practical solutions to the 


problem lies in conducting the expe- 
riment so that the uncontrollable ele- 
ments may offset one another. This off- 
setting can be brought about in two 
possible ways: 


1. Set up the sales experiment so that 
these uncontrollable elements will exist 
and will exert their effect simultaneously 
and to the same degree in two or more 
places. “‘So long as the research environ- 
ments remain continuously comparable, 
except for the one variable being tested, 
controlled experimentation is possible.’ 

2. Rotate the tests among markets in 
order to put the tested item under a vari- 
ety of conditions so that these conditions 
—such as weather—are offset in terms of 
influencing the experiment in any one 
given place. We should, as far as possible, 
alter the conditions under which the ex- 
periments are conducted until all exter- 
nal variables have offset themselves. 


In addition to making every effort to 
offset changes in the uncontrollable vari- 
ables, we must keep a record of all sig- 
nificant conditions not offset which affect 
the experiment—an example would be a 
strike at a major plant in one of the test 
cities which would presumably reduce 
retail sales volume. These items must be 
taken into account when interpreting the 
results of the test. 

The problem of measuring the effect 
of the factor being tested is best ex- 
plained by the following chart* of the 
“ideal” experimental design: 


Experimental Control 
Group Group 


Pretest Yes Yes 
Stimulus Yes No 
Post test Yes Yes 


* Brown, op. cit., p. 316. 

*Samuel Stouffer, “Some Observations on Study 
Design,” American Journal of Sociology, January, 
1950. 
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The effect of the stimulus is found by 
the following computation: 


Difference between Pretest and Post-test 
Findings in Experimental Group 
(minus) 

Difference between Pretest and Post-test 
Findings in Control Group 
(yields) 

Effect of Stimulus5 


This above design is known as the simul- 
taneous experiment. 

Another experimental design which is 
quite common because of its relative sim- 
plicity of operation is the successional 
experiment. Here the same group (or 
area) is used both as the experimental 
and control group. The behavior of the 
participants is observed prior to expo- 
sure to the stimulus to ascertain the pres- 
ence or absence of the crucial behavior; 
this same group is then exposed to the 
stimulus and the effect observed. 

To translate these general designs and 
terms into our specific field we need only 
note the following definitions of equiva- 
lents: 


aa 1. Pretest here means a record of sales 
: before the introduction of the stim- 
ulus. 

2. Post test means here a record of 
sales after the introduction of the 
stimulus. 

3. Stimulus is the advertising varia- 
tion being tested. 

4. Experimental area is the area of the 
market which is exposed to the 
stimulus. 

5. Control area is the area of the mar- 
ket which is not exposed to the 
stimulus. 


If we are to apply our test findings to 
our entire market area, we must find test 
areas which are representative of our en- 
tire market. This is a difficult sampling 


*Richard Solomon, “An Extension of Control 
Group Design,” Psychological Bulletin, March, 1949. 


problem and the sample design require- 
ments differ from case to case, depending 
on such factors as product, price, type of 
usual customer and so on. No hard and 
fast sample design rules exist. Helpful 
advice can be gotten from trade-paper ar- 
ticles concerning the best test cities in 
the U. S. by city-size and by geographical 
location.® A sample design for use in a 
single test market may well be patterned 
after the better newspaper store-panel 
designs, or set up in terms of specific cov- 
erage desired. Jn all cases, the specific in- 
formation sought and the funds and time 
available are the major determinants of 
sample design. We are here assuming 
that a measure of retailer-level sales di- 
rect to the consumer is the only valid 
measure of the short-run effect of a given 
advertising variation on the consumer; 
long-run effects are not measured accu- 
rately by sales tests. 


Control Procedure 


A brief note on the procedure for 
using controls in these experiments is of 
value here. The concept of control 
area(s) or group(s) centers around the 
need for establishing a “normal” stand- 
ard against which to interpret the results 
of the test. For example, in a copy test 
featuring four different appeals we 
would run the different advertisements 
in four test markets and use from two to 
four control markets in which no adver- 
tising was run. 


“The sales in these control markets 
are then taken as ‘normal’ sales, with- 
out advertising, and used as a basis for 
evaluating the productivity of the ad- 
vertising which has run in the test 


* See, for example, “Sales and Advertising Experts 
Pick the Best Test Markets of the Country in 3 Pop- 
ulation Groups,” Sales Management, September 1. 
1947; and “Experts Pick Best Test Markets by Re- 
gions and Five Population Groups,” Sales Manage- 
ment, November 10, 1950. 
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cities. Two types of controls are com- 
monly used. These are control mar- 
kets, described (above), or control pe- 
riods before and after the experiments 
are made. Neither of these is entirely 
satisfactory. The use of control cities, 
often limited to one or two, is particu- 
larly open to question. There are so 
many conditions which cause sales to 
fluctuate in an individual market for 
a short period of time that the sales in 
one or two control cities are usually far 
from ‘normal’. Unusual conditions 
may also be encountered in a short 
control period preceding the experi- 
ments in the test markets. The use of 
control periods after experiments is, 
of course, questionable because it is 
often difficult to determine when the 
effect of the experiments conducted 
has dissipated itself. Temporary activi- 
ties on the part of important retailers, 
wholesalers, the manufacturer’s sales 
force, or competitors in control mar- 
kets or during control periods have 
often influenced sales more than the 
activity being tested in a marketing 
experiment. 

“In view of the difficulties of obtain- 
ing ‘normal’ markets or ‘normal’ sales 
periods for purposes of external con- 
trol, it is often far more scientific to 
use internal controls, that is, sales data 
obtained in the test markets during 
the period of the test. Sales of products 
similar to the one for which the experi- 
ments are conducted or of competing 
brands are examples. The conditions 
affecting the sale of selected products 


or of competing brands, during the 
experiment, usually parallel the condi- 
tions (other than the factor being 
tested) which affect the sale of the 
product studied closely. Weather, busi- 
ness conditions, and other disturbing 
elements are the same in the test mar- 
ket during the test, but may vary at 
other times or places.’’? 


The selection of the control procedure 
depends on the specific problem (as well 
as time and cost factors), there being 
some cases where the “ideal” methods 
must be put aside while less satisfactory 
means are used. 

Two further problems in connection 
with sales tests are: 


1. Since the test must be fairly broad 
in scope if it is to have meaning, competi- 
tors have an opportunity to copy the new 
approach, or to build up sales arguments 
against it. 

2. The sales test takes considerable 
time and moncy. 


Despite these problems; sales testing is on 
the increase since steadily rising produc- 
tion costs makes any wrong advertising 
or marketing “guess’’ more costly than 
ever before. Sales testing, properly done, 
is insurance against full-scale error; test- 
tube mistakes are easier to write off than 
are large-scale fumbles. 


CHARLES BENESCH 
Kenyon & Eckhardt, Inc. 
New York City 


* Brown, op. cit., p. 515. 
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Communications 


IS THE DAY OF THE INDIVIDUAL 
RESEARCH SCHOLAR PASSING? 


Three of the four men elected to the 
“Marketing Hall of Fame” in 1951 were 
engaged in the private practice of market- 
ing research. In opening the Illinois 
Marketing Symposium, at which the 
1951 awards were conferred, Professor 
Harvey Huegy commented on this fact 
and wondered if the day of the individ- 
ual research scholar was passing. Is mar- 
keting research, like the natural sciences, 
passing from the individual scholar to a 
group working together in a government, 
university, or private bureau? 

The 1951 award papers have been pub- 
lished by the Bureau of Economic and 
Business Research of the University of 
Illinois under the title: “Marketing Re- 
search and Business Management,” Nu- 
gent Wedding, editor. In this are listed 
the thirty-five contributions of the fifteen 
recipients. These contributions are not 
necessarily the most valuable contribu- 
tions made prior to 1944 as other con- 
tributions recognized in the future may 
be equal or superior to those already rec- 
ognized. Also, some contributions with 
high ratings were made by groups of men 
in government or other agencies working 
together in such a way that the commit- 
tee has been unable to assign credit to in- 
dividuals.t In spite of these limitations, 
this list of contributions was selected by 


1 The committee has decided that, at least for the 
present, awards will not be made to organizations 
such as government, university, or private research 
bureaus. It has also ruled that members of the mar- 
keting staff of the University of Illinois are ineligi- 
ble for awards. 
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national juries of scholars and is the most 
notable list available. 

Of the thirty-five contributions, twenty- 
three were made by college professors 
(and two additional ones were the result 
in considerable part from Arch Shaw’s 
work in helping to reorganize and es- 
tablish the Harvard Business School); 
seven by government employees; two by 
private research men; and one by an em- 
ployee of an endowed foundation. This 
understates the contribution of govern- 
ment agencies for the reason stated 
above. 

Of the fifteen men receiving awards, 
eleven were teachers; two were business 
men; one a government man who went 
into private business; and one a business- 
man and engineer who entered public 
service. Of the eleven teachers, six later 
left teaching for business or government 
service, presumably for higher remunera- 
tion, and one gave part of his time to 
private business. Only four remained full 
time in academic work. 

The thirty-five contributions cover a 
wide range of subjects: advertising, 5; re- 
search, 6; functions, 2; marketing farm 
products, 3; retailing, 2; consumption, 3; 
brokers, 1; selling, 1; and general market- 
ing and miscellaneous, 12. It is entirely 
possible that transportation and foreign 
trade will be recognized in the future, as 
they are parts of marketing. 

Of the thirty-five contributions, twenty- 
nine were made prior to 1930 and six 
after 1930. Of those before 1930, twenty- 
three (79 per cent) were entirely or 
largely the result of individual effort and 
six the result of group effort. Of the six 
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contributions made after 1930, four were 
the result of group effort. Further, some 
of the other highly rated contributions 
were group projects in which the com- 
mittee did not have sufficient informa- 
tion to allocate credit to individuals. 

These facts raise the question: Is mar- 
keting research passing from the individ- 
ual scholar to the group? I do not think 
so. Kettering says that research is con- 
ducted in men’s minds and not in labora- 
tories. If one examines the various ex- 
cellent contributions published in the 
JOURNAL and the books that have and are 
appearing, he sees that many of them are 
the result of the work of an individual 
or a very few individuals. The Census 
Bureau and other organizations may col- 
lect and publish large quantities of data, 
but someone has to analyze and interpret 
this information. Several of the contribu- 
tions made during the 1930s which just 
missed receiving awards were made by 
individuals. 

A few years ago I predicted that the 
time was soon coming when the academic 
man would not have to spend time gath- 
ering first-hand information and that his 
task would be largely in evaluating and 
analyzing data gathered by government 
and other organizations. This time has 
not come. On many, perhaps most, sub- 
jects it is still necessary to gather the orig- 
inal or primary data. However, we must 
realize that many problems are now too 
large for an individual while carrying 
his normal load of teaching or other 
work. People must work in groups if 
such problems are to be solved. This 
raises a nice question of credit or recogni- 
tion. Does a man released from business 
or teaching and assigned full time to re- 
search deserve the same credit for his 
findings as a full-time teacher or admin- 
istrator who does his research and think- 
ing in his “spare” time? Does the man 
supplied with a staff of assistants deserve 


full credit for the results? If not, how is 
the credit to be divided? 


P. D. CONVERSE 
University of Illinois 


THE JOURNAL OF INDUSTRIAL 
ECONOMICS 


The Journal of Industrial Economics 
is a new Anglo-American Journal, to be 
published by Blackwell’s of Oxford. The 
Board of Editors is as follows: 


P. W. S. Andrews (General Editor): Offi- 
cial Fellow of Nuffield College, Ox- 
ford. 

Sir Henry Clay: Honorary Fellow and 
formerly Warden of Nuffield College, 
Oxford. 

Professor Joel Dean: Professor of Busi- 
ness Economics, Columbia University; 
Partner in Joel Dean Associates. 

Professor R. B. Heflebower: Professor of 
Economics, Northwestern University, 
U.S.A. 

Professor John Jewkes, C.B.E.: Profes- 
sor of Economic Organization, Univer- 
sity of Oxford. 

Professor E. S. Mason: Dean Graduate 
School of Public Administration and 
Professor of Economics, Harvard Uni- 
versity, U.S.A.; Vice-Chairman, Re- 
search Advisory Board, Committee for 
Economic Development. 


The Journal will be especially devoted 
to the economic problems of industry 
and commerce. The intention is to pub- 
lish articles of a scientific character, of 
value both to economists and to business 
men. It will offer a medium to the aca- 
demic industrial research work increas- 
ingly being carried on both in America 
and Britain, and also to the material 
arising inside business itself—important 
internal memoranda on problems facing 
a particular business or industry, which 
are at present lost to a wider audience. 
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The object will be a better knowledge of 
general business problems, and a con- 
tribution to economics as an academic 
subject and a guide to public and private 
policies through the development of eco- 
nomic doctrines concerning business 
structure and behaviour. 

It is expected that the early issues of 
the Journal of Industrial Economics will 
include articles on the following sub- 
jects: 


The future availability of raw materials, 

Forecasting demand, with special refer- 
ence to a large electrical engineering 
firm, 

Price policy in the British iron and steel 
industry, 

Competition between gas and electricity, 

Decision-taking in business, 

The control of capital expenditure, 

The operation of particular cartels in the 
inter-war years, 

The development and location of new 
products, 

The economic factors in planning a large 
new steel works, 


The employment of economists in busi- 
ness, 

Problems in advertising, 

Factors in locating an oil refinery. 


The Journal will be issued three times 
a year, the first number appearing in Au- 
tumn 1952. A year’s issue will total 240 
pages. The pre-paid annual subscription 
will be one guinea in English currency, 
or $3.40 in U.S. currency, post free. The 
price of a single issue will be 10s. or 
$1.40, post free. Remittances should be 
sent to Messrs. Basil Blackwell (& Mott 
Ltd.), Broad Street, Oxford. 

The Board of Editors will be pleased 
to consider any manuscripts of articles 
within the field of interest of the Journal. 
Articles in England should be sent to the 
General Editor, c/o Messrs. Basil Black- 
well (& Mott Ltd.), 49 Broad Street, Ox- 
ford; those arising in America should be 
sent to Professor R. B. Heflebower, 
Northwestern University, Evanston, IIli- 
nois, U.S.A. All other communications 
should be sent to the publisher, Basil 
Blackwell. 

P. W. S. ANDREWS 
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Research in Marketing 
JAMES H. LORIE, Editor 


Editorial Staff: R. BARTELS, Ohio State University; RicHarp M. CLEwETT, 
Northwestern University; EpNna Douctas, Iowa State College; CHARLES 
GoopMAN, University of Pennsylvania; CHarves H. Sevin, Office of Price 
Stabilization. Initials of staff members, in brackets following subject head- 
ings, identify the reviewers of the individual items. 


Research completed and in progress is 
classified in this section under the list of 
general headings given below. Individual 
items are designated by the number of the 
general class into which they fall and, also, 
by a serial number within the class. 

Readers interested in securing copies of 
the publications mentioned in the follow- 
ing pages should address their requests to 
the respective publishers—THE JOURNAL does 
not have copies for sale or distribution. 

Members of the American Marketing As- 
sociation who are engaged in significant 
pieces of marketing research are urged to 
submit items to the Editor of this section. 


List oF GENERAL HEADINGS 


. Advertising 

. Selling—Personal 

Industrial Marketing 

. Marketing Farm Products 

. Marketing Minerals 

. Marketing Services 

Producers’ Marketing of Consumer 
Goods 

. Product Analysis 

g. Consumer Studies 

10. Cost of Marketing 

11. Foreign Trade 

12. Cooperative Marketing 

13. Credit—Mercantile and Retail 
14. Retailing 

15. Transportation 

16. Warehousing 

17. Wholesaling 

18. Federal, State, Local Regulation 
19. Taxation 


20. Marketing Theory 

21. Prices and Price Policies 
22. General Market Statistics 
23. Market Area Studies 

24. Research Technique 

25. Markets—Specific Products 
26. Miscellaneous 


1. ADVERTISING 


1.1 New Horizons in International Advertis- 
ing. Printers’ Ink, May 9, 19532. 
[R.M.C.] 


Several articles of interest to marketing 
men discuss the analysis of markets and 
media in international advertising. 


1.2 The Middle-Aged Market Is Expanding. 
F. R. Coutant, Printers’ Ink, May 9, 
1952. [R.M.C.] 


The meaning of the expanding middle- 
aged market to marketing executives is dis- 
cussed in this article. Mr. Coutant asks 
whether new copy themes and older talent 
are not needed to gain more middle-aged 
customers. 


1.3 AA Presents Four-Year Record of Per- 
centage of Sales Spent for Advertising 
by 594,243 Corporations. Advertising 
Age, April 28, 1952. [R.M.C.] 

Actual figures on sales and advertising, 
based upon statistics compiled by the Bu- 
reau of Internal Revenue, for the years 1945 
through 1948 for major industrial groups 
and their subdivisions are presented here. 

Based upon this mass of data, with pro- 
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jections for non-corporate businesses, Ad- 
vertising Age presents in its May 5th issue 
the following estimates of total advertising 
dollar volume for the same four years: 


1945 $2,448,808,000 
1946 $3,083,503,000 
1947 $3,849,830,000 
1948 $4,344,297,000 


Also presented (in the May 5th issue) for 
each of the same four years are (1) percent- 
age of advertising to total sales, (2) per- 
centage of advertising to national income, 
(3) percentage of advertising to gross na- 
tional product, and (4) the proportion of 
corporate advertising dollars contributed by 
major segments of business. 


1.4 Readability of Advertising and Editorial 
Copy in Time and Newsweek. Kendall 
I. Trenchard and W. J. E. Crissy, 
Journal of Applied Psychology, June, 
1952. [E.D.] 

An investigation of readability of prewar 
and postwar advertising and editorial copy 
in Time and Newsweek, based on the Flesch 
formulae for Reading Ease and Human In- 
terest, revealed a trend toward more difficult 
advertising copy, though only in Time was 
this significant, and a trend toward easier-to- 
read editorial copy, though only in News- 
week was this significant. In both magazines 
advertising copy was easier to read than 
editorial copy. Time was found to be sig- 
nificantly more interesting than Newsweek 
in both advertising copy and editorial copy. 


1.5 A Multiple Factor Analysis of Advertis- 
ing Readership. Dik Warren Twedt, 
Journal of Applied Psychology, June, 
1952. [E-D.] 

Thirty-four advertising variables were de- 
fined, measured, and correlated with reader- 
ship scores for 137 advertisements in the 
February, 1950, issue of the American 
Builder. Criterion scores were obtained 
from the Advertising Research Founda- 
tion’s Continuing Studies of business maga- 
zine readership. Nineteen variables were 
selected as most significantly correlated with 
the criterion. Product-moment intercorrela- 


tions were computed for these variables plus 
the readership scores, and the resulting 20 x 
20 correlation matrix was factor analyzed. 

Two factors, pictorial-color and size, ac- 
counted for 53 per cent of the variance in 
readership. These two plus an additional 
four factors—typographic size and variety, 
information, influence of the surrounding 
field, and advertising schedule previously 
run—accounted for two-thirds of the ob- 
served variance. 

A multiple regression equation was de- 
veloped using three factors which seemed 
factorially purest—size of advertisement, 
number of colors, and square inches of illus- 
tration—to predict readership of advertise- 
ments in other business magazines (R = 
0.77.). Predicted readership scores in six 
other Advertising Research Foundation 
studies were correlated with actual scores. 
Validity coefficients ranged from 0.58 to 
0.80. The average r was 0.71. 


1.6 Propaganda Techniques in Institutional 
Advertising. Leonard I. Pearlin and 
Morris Rosenberg, The Public Opin- 
ton Quarterly, Spring, 1952. [E.D.] 

This paper analyzes six devices used in 
the institutional radio advertising of the 

United States Steel Corporation, the Stand- 

ard Oil Company of California, and the 

Association of American Railroads in their 

efforts to win good will: (1) elaboration of 

latent consequences (i.e., giving to inciden- 
tal activity the quality of apparent inten- 
tion or, technically, transforming a latent 

consequence into a manifest function); (2) 

humanization (i.e., the company or industry 

is made to appear as pleasant, estimable 
people); (3) denial and conversion (i.e., the 
rejection of certain characteristics fre- 
quently attributed to such companies and 
the presentation of certain undesirable at- 
tributes in a manner as to appear beneficial 
to society); (4) creation of ego-involvement 

(i.e., the identification of the audience with 

the advertiser); (5) association or status con- 

tagion (i.e., association of the advertiser 

with dominant cultural values); and (6) 

omission (i.e., not mentioning areas which 

might imply conflict or antagonize a minor- 
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ity, the dysfunctions of the advertiser’s in- 
stitution, anything violating conventional 
aesthetic standards, or profane values). 


2. SELLING—PERSONAL 


2.1 Help Wanted: Sales. Fortune, May 1952. 
[R.M.C.] 


Probing for an explanation of the current 
low ebb of personal selling, the author of 
this article suggests that there are several 
influences other than the fact that for a 
number of years salesmen haven’t had to 
sell. These other influences are the chang- 
ing social status of salesmen, the growing 
shift in salesmen’s compensation from dol- 
lar incentive to security, the increased use 
of advertising and merchandising, the tend- 
ency toward “price selling” in some fields, 
and the increased importance of mass re- 
tailing. 


4. MARKETING FARM PRODUCTS 


4.1 Research in Resource-Use Efficiency in 
the Marketing of Farm Products. John 
D. Black and Neil T. Houston. Har- 
vard Studies in Marketing Farm 
Products, No. 1-H. (Cambridge: Har- 
vard University, June, 1950. Pp. 56.) 
[E.D.] 

First of a series of research studies under- 
taken at Harvard under the Research and 
Marketing Act of 1946 to improve the op- 
eration of the marketing system and to de- 
velop and test market research procedures, 
this study outlines and discusses various 
kinds of proposed research projects de- 
signed to measure resource-use efficiency in 
the marketing of agricultural products. 

The first group of proposed projects are 
ones of partial analysis and cover the analy- 
sis of individual firms classified as private 
nonintegrated, private integrated, and co- 
operative. Obtaining basic data is a prob- 
lem underlying all partial analyses. 

The second group of proposed projects 
deal with marketing systems as a whole and 
comprise such studies as historical changes 
in resource-use efficiency, a comparison of 
resource-use efficiency in marketing and in 
other forms of production, resource-use effi- 


ciency by products or groups of products, 
and resource-use efficiency by marketing sys- 
tems. Research problems in this area center 
about the measurement of input and of 
output in marketing, and these are dis- 
cussed at some length. An index of market- 
ing output and productivity is computed 
which differs considerably from that of 
Stewart and Dewhurst. There is an appen- | 
dix on the derivation of estimates of em- 
ployment in marketing. 


(42 Research in Selling and Buying with Spe- 


cial Reference to Goods Sold or Bought 
by Farm People. Ottar Nervik and 
John D. Black, Harvard Studies in 
Marketing Farm Products, No. 2-H. 
(Cambridge: Harvard University, 
June, 1951. Pp. 65.) [E.p.] 

Second in the series of Harvard studies 
under the Research and Marketing Act of 
1946, this study outlines a program of re- 
search in buying and selling as such—i.e., as 
something more than the physical handling 
of goods—and analyzes research methods for 
such a program. A qualitative analysis of 
the subject, with emphasis upon the extent 
to which the selling and buying process gets 
producers’ and consumers’ goods into the 
best hands, the effectiveness with which re- 
sources are used in the change of title to 
goods, and the process of price making, of 
which the third factor is auxiliary to the 
first two, is followed by outlines for a series 
of suggested projects. One of these, the buy- 
ing done by chain grocery stores, is dis- 
cussed in detail and is accompanied by 
background material and exploratory anal- 
ysis. 


10. COST OF MARKETING 


10.1 Costs Drop When Shopsmith Hires Lo- 
cal Demonstrators. Richard Beckett, 
Sales Management, May 20, 1952. 
[R.M.C.] 


Local manual training teachers and ad- 
vanced students in industrial arts colleges 
were hired on a part-time basis to demon- 
strate a five-in-one power tool for the home 
workshop. This permitted the firm to get 
demonstrators into leading stores during 
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peak traffic periods, reduce demonstration 
costs, and obtain enthusiastic demonstrators 
with the proper technical background. 
Moreover, the local man usually had a 
knowledge of the community and the con- 
fidence of some of its consumers. He liked 
the extra money and the dealer could ar- 
range for demonstrations to suit his cus- 
tomers’ shopping habits. 


14. RETAILING 


14.1 The Supermarket: Revolution in Retail- 
ing. Business Week, June 28, 1952. 
[R.M.C.] 


Price appeal, which was so important in 
the early development of supermarkets, is 
now only one reason for patronizing this 
type of retail outlet. Convenience, sleek 
decor, wide selection of foods, non-food 
lines, parking space, lunch counters, and 
air conditioning are among the things of- 
fered to attract customers. The price revo- 
lution is over, at least for the time being. 
This follows the pattern of the “‘cost cycle” 
in retailing. Some operators are beginning 
to wonder if they have uptraded themselves 
too much. Statistics on some of the implica- 
tions to manufacturers and other retailers 
of recent supermarket developments, par- 
ticularly the invasion of non-food lines, are 
presented. 


21. PRICES AND PRICE POLICIES 


21.1 Who Pays List Price? Fortune, June 
1952. [R.M.C. 


Price cutting below the manufacturer’s 
retail list price has become prevalent in 
some industries. In the radio-T V-appliance 
field the practice is more widespread today, 
in a period of general prosperity and peak 
national income, than it was during the 
thirties. With the possible exception of de- 
partment stores, most retailers in that field 
are involved. It is estimated that the num- 
ber of sales made at less than list price in 
metropolitan areas is as high as go per cent 
and that for the country as a whole, the 
number may be as high as 50 per cent. 

An important implication is that the mar- 


gins allowed dealers may be higher than is 
necessary for walk-in sales. Some discount 
houses have shown that they can make a 
profit on an average retail mark-up of 15, to 
20 per cent, about half of what many manu- 
facturers allow. Yet it may not be too high 
where there is need for specialty selling, de- 
fined as selling something, or more of some- 
thing, than would not otherwise be bought. 

Home-selling has been found by many ap- 
pliance retailers to be a partial answer to 
the plague of discount selling. Department 
stores may find this their only hope. Both 
high and low saturation items can be sold 
this way. Some department stores have suc- 
cessfully set up outlying appliance and TV 
branches to be used as sales rooms, but more 
important as bases for intensive home-sell- 
ing operations. 


21.2 Quantity Discounts and the Morton Salt 
Case. Peter G. Peterson, The Journal 
of Business, April, 1952. [E.D.] 

The current legal status of price discrimi- 
nation through the use of quantity dis- 
counts is illustrated by the Federal Trade 
Commission vs. the Morton Salt Company 
(1948). Morton Salt Company had been 
granting a discount of ten cents per case on 
carload purchases, an additional ten cents 
per case for 5,000-case purchases in any con- 
secutive twelve-months, and an additional 
five cents per case for 50,000-case purchases 
in any consecutive twelve months. Only five 
grocery chains qualified for the latter. The 
arguments centered around three questions 
which the Supreme Court decided as fol- 
lows: (1) Did the quantity discount system 
result in price differentials which were dis- 
criminatory within the meaning of the Rob- 
inson-Patman Act? Yes. “Theoretically, 
these discounts are available to all, but 
functionally they are not.” (2) Did the bur- 
den of proving that the discriminatory 
prices were (were not) justified by cost sav- 
ings rest upon Morton Salt (the Commis- 
sion)? A price differential is a price dis- 
crimination, and the Robinson-Patman Act 
imposes the burden of showing cost justifi- 
cation upon the party shown to have dis- 
criminated. (3) Did the evidence support a 
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conclusion that the quantity discounts 
would injure competition? Yes. The Com- 
mission showed that “there is a reasonable 
possibility that they may have such an ef- 
fect.” 

The dissent believed that “reasonable 
probability” rather than “reasonable possi- 
bility” should have been the criterion and 
that the court should have distinguished be- 
tween “quota discounts” and carload dis- 
counts. 

The effects of the decision have included: 
(1) an abandoning of all discounts by most 
salt companies; (2) an interest on the part 
of Congress in substituting criterion of a 
“reasonable probability” that competition 
will be injured for the criterion of “reason- 
able possibility;” and (3) the decision which 
will have to be made by the Federal Trade 
Commission as to whether future cases will 
be brought under the old standard of com- 
petitive injury or under this newer, more 
liberal standard. 


21.3 Esso Standard: A Case Study in Pricing. 
Harry L. Hansen and Powell Ni- 
land, Harvard Business Review, 
May-June, 1952. [E.D.] 

This is a detailed history of attempted 
price leadership by the Esso Standard Oil 
Company, directed toward slowing down an 
inflationary price rise during the fuel short- 
age of 1947-1948. It would appear that 
Esso’s hold-the-line policy benefited the 
company in the long run even though the 
company’s profits were lower than they 
might have been in 1947 and 1948. The 
long-run benefit of this policy to Esso lay 
partly in the fact that it established Esso as 
a dependable supplier in emergencies and 
one able and willing to supply products at 
prices as low as or lower than any other com- 
pany in the East Coast market. The policy 
also benefited the industry and consumers 
and served to brake an inflationary spiral. 
However, other sellers disagreed with Esso 
and, by edging prices upward, probably at- 
tracted additional supplies. These two op- 
posing actions played upon each other, 
each tending to compensate in some way 
for the other’s unknown errors. It would 


appear that the Esso management would 
choose to follow a similar policy under like 
circumstances in the future, although a lag- 
ging but slowly adjusting price line might 
be preferred to a rigid one. 

Even though Esso had the qualifications 

of a price leader, it did not set a high mo- 
nopoly price during this fuel oil crisis. Al- 
though in the long run it may turn out that 
the prices maintained by Esso in 1947-1948 
yielded maximum long-run profits, such re- 
sults would probably be coincidental. Esso’s 
market control could be exercised only 
within very narrow limits. On the selling 
side, there was only a limited following ot 
Esso by dealers. On the buying side, Esso’s 
control was equally tenuous; for it was 
forced to announce crude buying prices 
equal to those of competitors in order to re- 
tain its well connections. 
_ The evidence suggests that some consid- 
eration of public responsibility has tem- 
pered business men’s decisions for years, 
even though this is not recognized in eco- 
nomic theory. 


21.4 The Results of “R.P.M.” Legislation— 
An Informal Survey. D. C. Gibson 
and J. G. Wilson, The Business 
Quarterly (University of Western 
Ontario, School of Business Admin- 
istration), Spring, 1952. [E.D.] 

On December 29, 1951, the government 
of Canada enacted legislation which pre- 
vents manufacturers, wholesalers, or retail- 
ers from the setting of specific or minimum 
resale prices. This was passed to help reduce 
the high cost of living in Canada. Twenty- 
three merchants of London, Ontario, were 
asked to express their opinions of the act 
and its effects on their businesses. 

Except for jewelry and possibly televi- 
sion, the legislation has had little effect on 
business in London to date, although many 
believed that future conditions might 
change this situation. There are three rea- 
sons why price reductions have not resulted: 
retailers do not want lower prices because 
of high costs; consumers are not yet ready 
for price competition; and manufacturers 
do not want price cutting and appear, in 
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spite of the law, to have the power to en- 
force their wishes. 


22. GENERAL MARKET STATISTICS 


22.1 Available Market Data Section. Adver- 
tising Age, May 12, 1952. [R.M.C.] 


A classified descriptive list of over 1,000 
available published works containing mar- 
keting data is included in this section to- 
gether with several related articles. 


22.2 Revolution on the Farm. Wroe Alder- 
son, Printers’ Ink, May 30, 1952. 
[R.M.C.] 

A special Census study reveals new mar- 
ket data indicating the changes that have 
occurred in the farm market. The per cent 
of farms reporting electricity, telephone, 
tractor(s), motor truck(s), automobile(s) in 
1940, 1945 and 1950 is indicated. Data on 
home freezers and washing machines in 
1950 are also shown. Rural farm popula- 
tion, number of farms, farm acreage and 
value of farm products are indicated for 
1940, 1945 and 1950. 


22.3 New Census Bureau Monthly Retail 
Trade Reports. (Washington: Bureau 
of the Census, Department of Com- 
merce.) [C.H.S.] 


The Census Bureau has released the first 
of its new Monthly Retail Trade Reports 
containing estimates of the dollar volume of 
sales in retail stores. These reports are the 
first Federal series furnishing data in this 
field which are secured from a probability 
sample representing all types and sizes of 
the retail stores. In addition to publication 
in the “Monthly Retail Trade Report,” the 
estimates will also be published in the “Sur- 
vey of Current Business” as the Department 
of Commerce’s official estimates of sales in 
retail stores. The reports present data for 
all retail stores in total, and for some 20 of 
the more important kinds of retail business. 

The outstanding feature of this new series 
is the fact that it constitutes a succession of 
retail sales estimates developed as a direct 
measure from a sample representing all sizes 
and types of retail stores and retail organiza- 


tions operating in the United States. The 
sample has the following characteristics: (1) 
All sizes and kinds of retail stores have a 
probability of selection in the sample. Stores 
newly established have a probability of be- 
ing added to the sample. (2) The probabil- 
ity for the inclusion of any store selected in 
the sample is known. (3) The sampling error 
of the retail sales figures derived from the 
sample, therefore, can be determined. 

In each monthly enumeration for this 
survey, reports are collected for almost 
100,000 stores whose dollar volume of retail 
sales account for almost 25 per cent of the 
total dollar volume of all retail stores. 

Future plans of the Bureau of the Census 
for this series include refinements in sam- 
pling procedure and a limited expansion in 
the sample, to enable publication of greater 
kind-of-business detail than is presently pos- 
sible. 


22.4 Pretests for the 1953 Census of Trans 
portation. (Washington: Bureau of 
the Census, Department of Com- 
merce.) [C.H.S.] 


The Census Bureau is beginning a series 
of pilot studies in various parts of the coun- 
try to test selected aspects of the program 
for the 1953 Census of Transportation. The 
1953 census will be the first general Census 
of Transportation, and an unusual amount 
of field testing is needed to develop basic 
methods and techniques. 

In broad outline, the program for the 
1953 census is aimed at filling the big gaps 
in information now available on transpor- 
tation, and consists of four major parts: 


1. A survey of truck ownership to deter- 
mine the physical characteristics of the ve- 
hicles, their ownership, location and use. 

2. A survey of for-hire trucking establish- 
ments to obtain such data as number of em- 
ployees, payrolls and revenues. 

3. Collection of data on commodity 
movements by type of carrier. 

4. Preparation of a Handbook of Trans- 
portation Statistics, to present summary 
tables and to provide a reference service 
describing available transportation statistics 
and indicating where they may be obtained. 
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22.5 Series A and B Bulletins from the 1950 
Population Census. (Washington: Bu- 
reau of the Census, Department of 
Commerce.) [C.H.s.] 


Publication of the Series P-A bulletins, 
presenting official population counts, is now 
complete for each State and for the Terri- 
tories and possessions, and the summary 
bulletin for the United States as a whole is 
at the printer. These bulletins contain sta- 
tistics on the 1950 population for each 
county, each minor civil division within the 
county, and each incorporated and unincor- 
porated place of 1,000 or more inhabitants. 
For incorporated places of 5,000 or more in- 
habitants, the population is shown by 
wards. A special series of tables showing 
urbanized area population contains figures 
for incorporated places and portions of 
minor civil divisions within each urbanized 
area. The boundaries of each urbanized 
area and of minor civil divisions in each 
State are shown in maps. 

Series P-B bulletins, presenting data on 
general characteristics of the population for 
each State, the Territories and possessions, 
and the United States as a whole, are now 
in the process of publication. Bulletins for 
seven States have been issued, and publica- 
tions of all Series P-B bulletins will be com- 
pleted this year. The United States Sum- 
mary bulletin will be available by Novem- 
ber 1952. The bulletins are available from 
the Superintendent of Documents, Govern- 
ment Printing Office, Washington 25, D. C., 
at prices varying according to the size of the 
bulletin. Order blanks showing the prices of 
each bulletin may be obtained from the 
Bureau of the Census, Washington 25, D. C. 


22.6 Annual Survey of Manufacturers: 1949 
and 1950. (Washington: Bureau of 
the Census, Department of Com- 
merce.) [C.H.S.] 

The first annual volume of manufactur- 
ing statistics based on the Annual Survey of 
Manufacturers was published by the Census 
Bureau in May. The initial volume, en- 
titled “Annual Survey of Manufacturers: 
1949 and 1950,” includes statistics from the 
1949 and 1950 surveys. Future volumes will 


cover single years only, beginning with 
1951. 

The Annual Survey of Manufacturers 
provides basic industrial statistics for the 
years between the Censuses of Manufactur- 
ers, which are taken every five years. The 
first of the annual volumes gives data for 
industry groups, important individual in- 
dustries and for geographic divisions and 
States. It presents statistics on wages and 
salaries, man-hours, value added by manu- 
facturer, cost of materials, value of ship- 
ments for selected industries and classes of 
products, size of establishments, manufac- 
turers’ inventories, expenditures for new 
plant and equipment, and selected metals 
consumed. 

A section on “General Explanations” pre- 
sents a full description of the survey, includ- 
ing definitions, selection of the survey sam- 
ple, canvassing methods, report forms, clas- 
sification of establishments, limitations, etc. 
In addition, detailed descriptions of the 
sample design and of the methods used to 
calculate the standard errors of the estimates 
are presented in the appendixes. 

Copies of “Annual Survey of Manufac- 
turers: 1949 and 1950” may be purchased at 
$2 each, from the Superintendent of Docu- 
ments, Government Printing Office, Wash- 
ington 25, D. C., or from field offices of the 
Department of Commerce. 


22.7 New Monthly Series on Paints, Var- 
nishes and Lacquers. (Washington: 
Bureau of the Census, Department 
of Commerce.) [C.H.s.] 


The Bureau of the Census has issued a 
new series of monthly figures representing 
total United States factory sales of finished 
paints, varnishes, and lacquers. The pub- 
lished estimates, which appear in the Bu- 
reau’s Facts for Industry Series MigJ, in- 
clude monthly totals for trade sales and for 
industrial sales with the latter classified be- 
tween paints and varnishes, and lacquers. 

These data are developed from reports re- 
ceived from approximately 250 companies 
selected from the universe of all known es- 
tablishments producing paints, varnishes, 
or lacquers. In selecting the respondents for 
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this probability sample, establishments clas- 
sified in the paint, varnish, and lacquer in- 
dustry in the 1947 Census of Manufacturers 
were stratified according to size. The sample 
design also provides for representation from 
secondary producers, as well as from estab- 
lishments which have come into existence 
since 1947. 

The statistics beginning with January, 
1952, differ from the monthly figures for 
paint, varnish, and lacquer which were pre- 
viously issued by the Census Bureau. The 
former series did not measure the total 
United States sales for these products. 


22.8 County and City Data Book, 1949. 
(Washington: Bureau of the Census, 
Department of Commerce.) [C.H.s.] 

The “County and City Data Book, 1949,” 
issued by the Bureau of the Census in June, 
represents another volume in the series of 
supplements to the annual Statistical Ab- 
stract of the United States. The annual vol- 
ume presents data which primarily cover 
the country as a whole and are largely cur- 
rent. The supplements, which appear less 
frequently, meet two specific needs with 
which the annual volume can not deal be- 
cause of space limitations: (1) the need for 
small-area data—that is, for counties, cities 
and standard metropolitan areas; and (2) 
the need for historical data. The latter need 
was met by issuance of “Historical Statistics 
of the United States 1789-1945,” published 
in 1949; and issuance of the “County and 
City Data Book, 1949” meets the need for 
data on small areas. 

The new supplement represents a revi- 
sion and consolidation of two earlier sup- 
plements, the County Data Book issued in 
1947, and the Cities Supplement issued in 
1944. It brings together 101 items of in- 
formation for each State, each county, and 
each standard metropolitan area and g2 
items for each of about 400 cities having 
25,000 or more inhabitants in 1940. Broad 
subject fields covered include the 1948 Cen- 
sus of Business, 1947 Census of Manufac- 
turers, 1945 Census of Agriculture, 1948 
vital statistics, 1949 bank deposits, 1948 city 
government employment and finances, and 


other items of economic and social impor- 
tance. It also includes a special appendix 
showing total population for each of the 
areas mentioned above from the 1950 census 
returns. 

Another edition in this series, now being 
planned and scheduled to be published in 
1953, Will include statistics from the 1950 
Census of Agriculture, Population, and 
Housing that are now being tabulated, as 
well as selected items from the earlier Cen- 
suses of Manufacturers and Business and 
other subject fields. 

The “County and City Data Book, 1949” 
is on sale at the Superintendent of Docu- 
ments, Government Printing Office, Wash- 
ington 25, D. C., at $3.50 per copy. 


24. RESEARCH TECHNIQUE 


24.1 Target Plan Bolsters Sales Control and 
Pinpoints Markets for Shakeproof. 
J. S. Hawley, Industrial Marketing, 
May, 1952. [R.M.C.] 


Companies of the same size in the same 
industry may differ widely in potential 
purchases of any product. To know the 
level of potential purchases, it is neces- 
sary to get detailed information about in- 
dividual companies. How this was done and 
what use was made of the information by 
one company is described. 


24.2 Detection and Correction of Interviewer 
Bias. Robert Ferber and Hugh G. 
Wales, The Public Opinion Quar- 
terly, Spring, 1952. [E.D.] 

Selection bias and answer bias were 
studied as they occurred in a survey on pre- 
fabricated housing made by fourteen inter- 
viewers. It was found that interviewer bias 
could exist without being apparent in an 
analysis of over-all sample distributions. 
The direction of bias did not appear to be 
uniform. Except for one interviewer, there 
was no great tendency for selection (of re- 
spondents in a designated area) bias or an- 
swer bias to be concentrated on specific char- 
acteristics, such as sex or age. Answer bias 
was most common on attitude questions and 
could be negative (i.e., bias in a direction 
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counter to the interviewer's own attitude) as 
well as positive. The direction (i.e., positive 
or negative) of bias did not appear to be con- 
sistent among interviewers. The relation- 
ship between selection bias and answer bias 
did not seem to be high. 

A crude method for correcting inter- 
viewer bias is presented. Alternatives are to 
discard the returns of interviewers whose 
returns show heavy bias, to ignore the bias, 
or, in the case of selection bias, to reweight 
the distributions in which bias occurs. In- 
terviewer bias is common and depends as 
much on the question as on the interviewer 
himself. 


25. MARKETS—SPECIFIC PRODUCTS 


25.1 Consumer Markets for Durable Goods. 
L. Jay Atkinson, Survey of Current 
Business, April, 1952. [E.D.] 


Recent developments in sales and stocks 
of consumer durable goods are discussed. 
Statistical measures of demand based on his- 
torical relationships are presented for auto- 
mobiles in use, sales of new automobiles, 
and sales of major household articles, in- 
cluding furniture and television receiving 
sets. 

The number of cars in use was found to 
be related to growth in population and to 
income. (Based on 1925-1940 data, R = 
0.96.) A demand equation for new automo- 
biles was computed based on at least squares 
relationship between income, households, 
the price of cars in relation to all consumer 
prices, and the average scrappage age, on 
the one hand, and new car sales, on the 
other. (Based on 1925-1940 data, R = 0.98.) 
Of these, the most important factor affect- 
ing new automobile sales was real purchas- 
ing power of individuals. The relationships 
studied yielded estimates which were closest 
to actual sales for the prewar period, far- 
thest apart in the war period, and closer 
together in the first quarter of 1952 than 
during the war years. The war and postwar 
periods were affected by special supply and 
demand influences. 

Estimated sales of major household ap- 
pliances and furniture based on a linear 


least squares regression for 1929-1940 be- 
tween dollar expenditures (in constant dol- 
lars) for major household items per house- 
hold, on the one hand, and real disposable 
income, on the other, corrected for a trend 
factor, were less than actual sales in early 
postwar years but were above actual sales 
during the first quarter of 1952. However, 
the general level of spending in postwar 
years was roughly in line with the prewar 
relationship between income and expendi- 
tures. At least six individual items—electric 
ranges, freezers, dryers, dishwashers, air con- 
ditioners, and television sets—have recently 
shown strong growth trends, while other 
items have declined relative to income. The 
year 1951 was one of low sales and high 
stocks, although furniture and home fur- 
nishings sales held up better than did those 
of household appliances. 

A technical note reports some findings 
with respect to the formulation of estimat- 
ing equations. 


26. MISCELLANEOUS 


26.1 Less Than 15 Per Cent of Chicago Mar- 
garine Users Are Loyal to One Brand; 
Half Buy Four or More Brands. Al- 
most Half of Chicago Toothpaste 
Users are Loyal to One Brand; Con- 
trasts with Margarine Buying. George 
H. Brown, Advertising Age, June 9 
and 30, 1952. [R.M.C.] 


In a study of brand loyalty, nine prod- 
ucts, showing varying frequency of pur- 
chase and varied types of brand loyalty pat- 
terns, were analyzed. The products studied 
and written up in the June g issue were 
margarine, toothpastes, coffee, all-purpose 
flour, soaps and sudsers, shampoos, head- 
ache remedies, concentrated fruit juice, and 
ready-to-eat cereals. 

The results shed light on such questions 
as the following: Do consumers purchase a 
favorite brand time after time, or do they 
shop around at random? Does the type of 
merchandise involved and the relative 
strength of brands have an important influ- 
ence? How many consumers stay with a sin- 
gle brand of a frequent-purchase item for a 
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considerable time? Just what is a “brand 
loyal” customer? Can a brand develop 
enough consumer loyalty so that it can get 
a sizable share of market from a relatively 
small group of steady purchasers, or must 
it make occasional sales to a large propor- 
tion of the families in the market? 


26.2 Why Do People Buy? Fortune, April, 
1952. [R.M.C.] 

“Selling in Today’s Economy” is the title 
of a series of articles, the first of which is 
“Why Do People Buy?” Defining salesman- 
ship broadly as “everything that contributes 
to the salability of a product from the time 
it is conceived until it is finally used up or 
worn out,” an inquiry is made to determine 
whether it has any important affect upon 
aggregate consumption. Pointing out that 
most economists have denied or ignored 
selling as an influence upon aggregate de- 
mand, some light on the question is sought 
through an examination of developments in 
this country in recent years. Finding that 
the difference between boom and stability 
in 1951 was a matter of some six and one- 
half billion dollars, the authors suggest that 
selling, if it had not been at a low ebb, could 
probably have persuaded buyers to spend 
six and one-half billion dollars more than 
they did. The importance of selling, ac- 
cording to this article, is in its ability to tip 
the balance. Selling can not turn a depres- 
sion into a boom but it does have some im- 
portance as a preventative, provided it is 
properly directed and applied. To do this 
we need a clearer picture of just who the 
consumer is and precisely what he bought; 
we need less theorizing on the behavior of 
consumers and more knowledge. 


26.3 Review of Standard Industrial Classifica- 
tion Manual. (Washington: Bureau 
of the Budget.) [c.H.s.] 


The Technical Committee on Standard 
Industrial Classification has for the past 
several months been considering what 
changes need to be incorporated in the SIC 
Manual for use in taking the 1953 Censuses 
of Manufacturers, Mineral Industries, and 
Business. 


A number of changes in the SIC Manual 
have been recommended by various Federal 
agencies and business organizations. Amend- 
ments being considered at this time are of a 
relatively minor nature and not too exten- 
sive as far as the number of establishments 
affected is concerned. Changes are being held 
to a minimum to assure the greatest possible 
comparability with past data and to avoid, 
in so far as possible, the expense involved 
in changing codes currently carried in 
agency records. A more extensive review of 
the SIC Manual will be undertaken when 
information from the 1953 censuses be- 
comes available. To aid in this longer range 
project, the Budget Bureau’s Advisory 
Council on Federal Reports has established 


procedures for industry review of the clas- 
sification. 


26.4 Opinion and Attitude Surveys in the 
United States Government. Harry Al- 
pert, The Public Opinion Quarterly, 
Spring, 1952. [E.D.] 

Agencies of the federal government which 
used opinion and attitude surveys in 1950 
and 1951 are named. Forty-nine surveys 
were made. Twenty of these were for the 
Department of Agriculture, six for the 
Housing and Home Finance Agency, five 
for the Public Health Service, three for the 
Board of Governors of the Federal Reserve 
System, two for the President’s Materials 
Policy Commission, and one for each of 
thirteen other agencies. The major areas of 
interest and the agencies conducting the 
surveys are identified. 


26.5 Polls and Economic Forecasting in Hol- 
land. Wim de Jonge, The Public 
Opinion Quarterly, Spring, 1952. 
[E.D.] 

The author argues that popular opinion 
on economic trends is always diagnostic and 
can, if properly assessed and evaluated, be 
of considerable value in making predic 
tions. This is illustrated by examples of sur- 
veys, forecasts, and experience in Holland 
in such things as employment, rationing, 
prices, cost of living, and consumer buying 
plans. 
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Legislative and Judicial Develop- 


ments in Marketing 


WILLIAM F. BROWN, Editor 
University of California, Los Angeles 


The most important recent developments in the 
legal framework within which marketing must func- 
tion are reported and analyzed under the topical out- 
line presented below. Not all headings in the outline 
may be represented in each issue since it is the gen- 
eral policy of this section not to devote attention to 
the following kinds of developments: (1) new laws or 
cases involving legal technicalities in which neither 
marketing practitioners, teachers, nor researchers 
are likely to have interest, (2) new cases which consti- 
tute more or less routine reaffirmation of well estab- 
lished rulings, (3) decisions handed down by inferior 
courts which are likely to be reviewed by higher 
courts or which deal with trivial problems. 

More detailed information about individual items 
may be obtained by direct reference to the sources 
cited for each case. These include the standard legal 
reporting services, the law journals, and such special 
facilities as United States Law Week and Commerce 
Clearing House Trade Regulation Reporter, °48-’51 
Decisions (abbreviated hereinafter simply as CCH). 

Readers who have comments or suggestions re- 
specting this section are urged to send them to the 
Editor. 


TOPICAL OUTLINE OF CASE 
SUBJECT MATTER 


I. REGULATION OF MONOPOLIS- 
TIC METHODS 
A. Market Control 
B. Collusive Practices 
C. Market Exclusion Tactics 


Il. REGULATION OF PRODUCT 
CHARACTERISTICS 
A. Product Standards 
B. Product Quality 
C. Packaging and Conditions of Sale 


Ill. REGULATION OF PRICE COMPE- 
TITION 
A. Price Discrimination 
B. Resale Price Maintenance 
C. Price Control (Minimum and Max- 
imum) 


IV. REGULATION OF CHANNELS OF 
DISTRIBUTION 
A. Operating Features of Marketing In- 
stitutions 
B. Relations Between Buyers and Sell- 
ers: Exclusive Dealing Arrangements, 
etc. 


V. REGULATION OF UNFAIR COM- 
PETITION 
A. Advertising 
B. Non-Advertising Promotional Meth- 
ods 
C. Trade-Marks and Trade Names 


I. REGULATION OF MONOPOLY 
B. Collusive Practices 


1. Besser Manufacturing Co. v. United 
States, 343 U.S. 444 (May, 1952). 

The abuse of patent monopolies by the 
pooling of patents by competitive concerns 
more and more frequently has called forth 
judicial condemnation and the imposition 
of such punitive measures as compulsory 
licensing of patents or compulsory sale of 
leased equipment. (See, for example, United 
States v. New Wrinkle, Inc., 342 U.S. 371 
(1952), reported in the July issue of this sec- 
tion.) The Besser case is simply one more in 
a long line of decisions of this sort, but it 
does have some special interest because of 
the procedure devised to determine royalty 
arrangements under compulsory licensing 
plans. The Besser Company, largest manu- 
facturer of concrete block making machin- 
ery in the country, pooled patents with the 
Sterns Manufacturing Co., second largest 
producer of such equipment, and with An- 
drus and Gelbman, co-owners of certain im- 
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portant patents covering block making ma- 
chinery. In an anti-trust action against-these 
firms and individuals, the lower court 
found them guilty of violating the Sherman 
Act, decreed that they were to license the 
use of their patents on a reasonable royalty 
basis, and were to give users of their ma- 
chines the option of continuing to lease 
them, terminating the lease, or making an 
outright purchase. Fair royalties were to be 
determined by a panel composed of two 
representatives selected by Besser and two 
selected by the Government. In the event of 
a deadlock between these parties, the Judge 
or a person appointed by him was to resolve 
the impasse. This is precisely what occurred 
and the Judge, after reviewing the evidence 
that had been presented, decided in favor 
of the Government position. In appealing 
to the United States Supreme Court, Besser 
argued that this procedure was unreason- 
able and constituted confiscation of prop- 
erty without due process. But the Court 
called attention to the fact that, although 
the procedure was somewhat novel, it was 
within the prerogative of the lower court 
to make direct decisions respecting fair 
royalties and that in deciding the matter 
after the representatives had been unable to 
agree, the Judge was simply exercising his 
authority in this matter. Throughout the 
opinion, it is apparent that the Supreme 
Court is quite unsympathetic toward firms 
that have taken advantage of the patent 
privileges extended them by attempting to 
increase the scope of their monopolies un- 
duly. Except in very obvious cases of error, 
then, it is unlikely that the Court will over- 
turn even fairly drastic rulings of lower 
courts against such transgressors. 


2. United States v. Atlantic Company, 
U.S.D.C., Ga., June, 1952, CCH 67,301. 
This action, accompanied by others of 
similar type in different areas, casts some 
light upon practices in the ice industry in 
the last decade or so. Here the defendants, 
including most of the major ice companies 
in the southeastern section of the United 
States, had employed a great variety of de- 
vices to reduce the rigor of competition in 


their markets. Competing firms had merged; 
the remaining firms often had agreed to 
pro-rate their markets or individually had 
been assigned quotas which, if exceeded, in- 
volved payments to below-quota competi- 
tors; in other instances, joint delivery com- 
panies had been established to handle the 
combined outputs of the individual pro- 
ducers upon a prearranged split; excess ca- 
pacity in ice production equipment had at 
times been jointly purchased and then re- 
tired; and finally, competitors who stub- 
bornly refused to join in these attempts to 
prevent price cutting were subjected to 
price wars aimed at their elimination. As 
might be expected, the court allowed the 
defendants short shrift, pointing out that 
very ample evidence clearly demonstrated 
repeated violations of the Sherman Act of 
the kind that the Act was specifically de- 
signed to prohibit. The fact that excess ca- 
pacity had been created in the industry and 
had given rise to ruinous competition for 
some firms was, in the court’s opinion, no 
justification for violation of the law. 


3. Also noted: 


a. American Crystal Sugar Company v. 
Mandeville Island Farms, 195 F 2d 622 
(CCA 9g, March, 1952), cert. den. 343 U.S. 
957 (May, 1952), is a more or less standard 
example of the proscription of collusive ar- 
rangements as violations of the Sherman 
Act, although in this instance the agree- 
ments led to monopsonistic rather than 
monopolistic power since they were directed 
toward restricting the prices which sugar 
producers were paying for sugar beets 
rather than raising prices of the finished 
product to consumers. 


C. Market Exclusion Tactics 


1. United States v. Times-Picayune 
Publishing Co., CCH 467,285 (D.C.E. La., 
May, 1952). 

The use of tying agreements to compel 
customers to buy a second related product 
in addition to the one chiefly desired is 
specifically condemned by Section 3 of the 
Clayton Act, which has been applied in a 
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great variety of circumstances. Here, a pub- 
lisher’s advertising space rate structure is 
the target. The Times-Picayune was the 
only morning newspaper in New Orleans 
and was considered by many advertisers to 
be a very effective advertising medium. In 
1933 its publisher purchased the New Or- 
leans States, then and still an afternoon 
paper. The only important competitor of 
the States was the New Orleans Jtem. After 
acquisition of the States, the publishing 
company instituted a rate structure which 
established tying arrangements in two of 
the three classes of advertising space sold. 
Classified advertisers were permitted to use 
the Times-Picayune only if they also in- 
serted the advertisement in the States. As a 
result, States’ classified advertising grew 
rapidly relative to that of the Jtem. In the 
case of general advertising, from 1933 to 
1940, national advertisers could use either 
one of the publishing company’s newspapers 
separately if they so desired, but were given 
a combination rate if both were used. From 
1940 to 1950 the unit rule was applied to 
national advertising, too, though primarily 
only in terms of discount availability. After 
1950, however, national advertisers who 
wished to use the Times-Picayune were re- 
quired to buy space in the States, with con- 
sequent damage to the Item’s advertising 
position. Retail display advertising was 
never treated on this “unit” basis, though 
retailers who advertised in the Times-Picay- 
une were encouraged to make use of the 
States also by the publisher’s policy of al- 
lowing their quantity rate standing in the 
Times-Picayune to carry over to the sister 
affernoon newspaper. 

In this situation, the district court held 
that the evidence very clearly demonstrated 
that the freedom of choice of advertisers 
who wished to use afternoon papers in New 
Orleans was greatly restricted by the unit 
tule, that its adoption had been unfairly 
detrimental to the development of the Item, 
and that its use constituted a violation of 
Section 3 of the Clayton Act. The govern- 
ment was requested to propose an appropri- 
ate remedial decree. 


Il. REGULATION OF PRODUCT 
CHARACTERISTICS 


A. Product Standards 


1. Dairy Queen of Wisconsin v. Mc- 
Dowell, Sup. Ct., Wisconsin (April, 1952), 
20 U.S.L.W. 2531. 

Reminiscent of the anti-oleomargarine 
legislation is the statute challenged in this 
proceeding. The Wisconsin legislature had 
passed a law prohibiting the sale of any 
milk product which was an imitation of ice 
cream, sherbet, or ices. In this instance the 
attempt was made to obtain a ruling that 
so-called “ice milk” was such an imitation 
and therefore a violation of the law. The 
Supreme Court of the state indignantly 
frustrated the attempt, noting that the 
product was a wholesome food, honestly 
branded, and advertised and sold without 
any attempt to deceive the public. If such 
a product was to be ruled in violation of 
the Act, said the Court, it would have to 
be done by some other judicial body than 
the Supreme Court of Wisconsin. The al- 
most continuing efforts by special interest 
groups to avoid competition in an ostensi- 
bly competitive society are not always ex- 
posed so bluntly or treated so summarily as 
was done in this refreshing opinion. 


III. REGULATION OF PRICE COM- 
PETITION 

A. Price Discrimination 

1. Ruberoid Co. v. Federal Trade 

Commission, 343 U.S. 470 (May, 1952). 

Both the Ruberoid Company and the 
Federal Trade Commission have here ap- 
pealed from the decision of the Second Cir- 
cuit Court of Appeals (reported in the Jan- 
uary, 1952, issue of this section) which up- 
held the Commission’s cease and desist or- 
der prohibiting certain kinds of price dis- 
criminations by the Company but refused 
to accede to the Commission’s request for 
an accompanying court enforcement order. 
The majority of the justices of the Supreme 
Court agreed with the lower court's ruling 
on both counts. The opinion notes that 
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there was adequate evidence that the Com- 
pany had discriminated illegally in its pric- 
ing, but also points out that the Clayton 
and Robinson-Patman Acts, unlike the 
amended Federal Trade Commission Act, 
do not give finality to orders of the Com- 
mission and hence a court’s approval of an 
order need not relieve the Commission of 
the task of bringing possible future viola- 
tions to the court for further review. The 
most interesting part of this decision is con- 
tained in the dissent of Mr. Justice Jackson, 
who contends that the order should be re- 
manded to the Commission for revision. 
He emphasizes the fact that the order is ad- 
mittedly broader than the statute itself per- 
mits, that it and most other Commission 
orders are unsupported by written opinions 
which might constructively fill in the frame- 
work which the Acts provide, and that, were 
the order satisfactory in the first place, there 
would have been no reason to hesitate to 
make it final, thus avoiding unnecessary 
delay, expense, and litigation in future 
enforcement. His discussion of the place of 
administrative agencies in the structure of 
law and his criticism of the Commission for 
its failure to adequately fulfill its role are 
well stated, though perhaps he dismisses 
too unsympathetically the difficulties which 
must be faced by the Commission in at- 
tempting to apply to the complexities of 
modern business a law as vague and con- 
flicting as the Robinson-Patman Act. It is 
to be hoped that the lawyers of the Com- 
mission will pay heed to his advice. 


B. Resale Price Maintenance 
1. The McGuire Act 

Culminating a legislative history that 
gives ample evidence of the ability of pres- 
sure groups to achieve legislative results in 
record time, the McGuire Bill was signed by 
the President on July fourteenth “with mis- 
givings.” The Act is intended to restore re- 
sale price maintenance to the position it 
occupied before the Schwegmann decision 
in May, 1951, rendered the non-signer 
clause in state “fair trade” acts inoperative 
in interstate commerce. Unlike the Miller- 
Tydings Act, which amended the Sherman 


Act in order to make possible resale price 
maintenance contracts in interstate com- 
merce, the new measure is an amendment 
to the Federal Trade Commission Act. Sec- 
tion one of the law is a preamble which vir- 
tuously relates that the purpose of the en- 
actment is to protect the rights of the states 
to regulate their internal affairs, but then 
goes on to extend certain of these rights to 
interstate and foreign commerce. The sec- 
ond section adds several provisions to sec- 
tion 5 of the Federal Trade Commission 
Act. Of these additions the most important 
specifies that nothing contained in any 
anti-trust law shall render unlawful any 
contract or agreement prescribing mini- 
mum or stipulated prices for the resale of a 
branded commodity that is in free and open 
competition when such contracts or agree- 
ments are lawful in intrastate transactions 
in such states. Further, advertising or sell- 
ing below such prices by signers or non- 
signers is defined as an unfair method of 
competition. Other clauses protect the right 
of a competitor to sue if damaged by an- 
other’s price cutting and make the usual 
precautionary statement prohibiting hori- 
zontal price agreements. Finally, the Com- 
mission is empowered and directed to pre- 
vent unfair methods of competition (in- 
cluding the cutting of established resale 
prices). Ironically, then, price maintenance 
is to be enforced by the Commission which, 
with the Anti-Trust Division of the Depart- 
ment of Justice, has been one of the most 
vigorous opponents of the practice. 


C. Price Control 


1. Christian v. LaForge, 242 P.2d 797 
(Oregon Sup. Ct., March, 19532). 

Among the many departures from the 
conventional concept of a free competitive 
system occasioned by the depression of the 
1930's, few were more radical than the de- 
velopment of so-called guild pricing ar- 
rangements in certain areas of business ac- 
tivity. The establishment of a regulatory 
agency over a particular line of business, 
such as dry cleaning, beauty shop opera- 
tion, or barbering, with power to control 
entry to the field and with the authority to 
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establish minimui prices for the services 
performed, constituted the important char- 
acteristic of the technique. Almost invari- 
ably the Board given such authority was 
required by statutes to be composed of mem- 
bers of the trade or business. Because of the 
questionable desirability of granting what 
amounts to self-government in such fields, 
the courts in many jurisdictions have 
viewed such developments with something 
less than enthusiasm. (For an extended dis- 
cussion of the legislation, judicial decisions, 
and economic aspects of this kind of regula- 
tion, see Brown, W. F., and Cassady, Ralph, 
Jr., “Guild Pricing in the Service Trades,” 
Quarterly Journal of Economics, February, 
1947-) The Supreme Court of Oregon was 
one of those institutions which frowned 
upon guild pricing, and in LaForge v. Ellis, 
154 P.2d 844 (1945), declared invalid the 
measure granting to the barber board the 
right to set minimum prices. Thereupon, 
the legislature immediately enacted a mod- 
ified version of the same law, attempting 
to avoid the technical weaknesses of the 
earlier act. However, in the present case, it 
receives no better treatment at the hands of 
the state’s supreme court than in the former 
test. This time, after an extended discussion 
of the whole subject of the state’s police 
power vis-a-vis the rights of the individual 
as guaranteed by the Fourteenth Amend- 
ment, the court concludes that actually only 
a very minute segment of the population, 
ie., barbers, will benefit from the statute 
and that their gain will be the public’s loss. 
Hence, said the court, there is no real re- 
lationship between the. public health and 
welfare and minimum prices for barber 
services. 


IV. REGULATION OF CHANNELS 
OF DISTRIBUTION 


A. Operating Features of Marketing In- 
stitutions 
1. Culver v. Nelson, 54 N.W. 2d 7 
(Sup. Ct. Minnesota, May, 1952). 


It is fortunate that although some groups 
may seek to avoid the rigors of competition, 


the very circumstances created by their ap- 
parent success may draw new competition 
to the field. Drug retailing provides a case 
in point. Perhaps as much as go per cent of 
the merchandise sold by the typical retail 
drug store is price maintained; obviously 
price competition between such stores is all 
but completely eliminated. The usually 
generous margins practically guaranteed 
thereby may tend to multiply the number 
of drug stores (though judicious licensing 
of pharmacists may have some restrictive 
influence in this matter), but even more 
important may be the attraction which such 
margins have for other retail institutions 
leading a much less sheltered existence. 
Grocery stores, particularly those of the 
supermarket variety, accustomed to mark- 
ups of 10 to 15 per cent, are likely to look 
with some covetousness at items carrying a 
guaranteed 331% per cent markup. In the 
post-war period these lower cost stores have 
encroached upon the preserve of the con- 
ventional drug store at a rapid rate; it is 
estimated that over half the sales volume 
of some rapidly moving toiletries is now ac- 
counted for by supermarkets. The druggists, 
in laboring so effectively to obtain restora- 
tion of “fair trade,” may simply have 
substituted one drastic type of competition 
for another. 

One avenue remains by which this new 
competition may at least be limited and the 
present case illustrates it admirably. Under 
the guise that the public health and welfare 
must be protected, laws have been obtained 
which may be applied in such a way as to 
prohibit competitors outside the magic fold 
from vending particular kinds of goods. 
Thus the Minnesota Pharmacy Act (Min. 
Stat., Ch. 151) provides that it is unlawful 
to compound or sell drugs except in a 
pharmacy. This appears to be a very reason- 
able measure, but drugs are broadly defined 
to include all medicinal preparations recog- 
nized by the U. S. Pharmacopoeia and Na- 
tional Formulary intended for external and 
internal use in treatment of disease, or, 
other than food, intended to affect the struc- 
ture or function of the body. Aspirin, laxa- 
tives, and similar products nominally, at 
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least, fall within this definition. As a matter 
of fact, Culver v. Nelson arises because a 
grocer has attempted to sell ordinary vita- 
min capsules. The complaint contended 
that vitamins are drugs within the meaning 
of the statute and therefore can be sold 
only by pharmacies. Expert witnesses agreed 
that vitamins in certain types of concen- 
trated form were often prescribed by doctors 
for the treatment of diseases characterized 
by vitamin deficiency. Experts for the 
grocer, on the other hand, pointed out that 
vitamins are often used in small doses as 


food supplements designed to guarantee 
that the individual receives his normal 
daily vitamin requirements. The Court 
overruled this contention and held that all 
vitamins must be sold only in pharmacies. 
Inasmuch as this type of product is avail- 
able without a doctor’s prescription and 
may be and often is sold in a drug store by 
a clerk who has no knowledge of pharmacy, 
it is difficult to understand why the public 
is protected by granting a monopoly over 
its sale to a particular kind of retail institu- 
tion. 
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Tue APPRAISAL OF REAL Estate, published 
under the direction of the Education 
Committee, American Institute of Real 
Estate Appraisers. (CHicaGo: THE INsTI- 
TUTE, 1951. Pp. 504. $8.50.) 

Marketing experts long have been inter- 
ested in the advances made in real estate 
appraising, for the phrase, “under all is the 
land,” applies frequently to marketing op- 
erations. Many “nercantile ventures fail be- 
cause of excessive debt service while others 
succeed in part because of favorable long- 
term leases. 

In the reviewer’s opinion, the text, The 
Appraisal of Real Estate, constitutes a mile- 
stone in the consolidation of the gains made 
in appraising theory during the past twenty 
years. Marketing experts now can find in 
one volume the orthodox theories of the 
appraisers of the leading real estate ap- 
praisal organization of the United States 
and Canada. It is important to know any 
formal appraisal is still just one man’s opin- 
ion and is no better than his data and his 
techniques. By understanding the processes 


by which the appraisers arrive at their value 
conclusions, the marketing experts are in a 
better position to evaluate the quality of 
the specific advice given to them by the ap- 
praisers. 

Credited with authorship of The Ap- 
praisal of Real Estate are Walter R. 
Kuehnle, M.A.I. (Member of the Appraisal 
Institute), Watson A. Bowes, M.A.I., Her- 
man O. Walther, M.A.I., and Harry Grant 
Atkinson. Three of these authors are prac- 
ticing appraisers and teachers of appraising 
and the fourth is Executive Director of the 
Institute. Incidentally the M.A.I. designa- 
tion has been awarded to fewer than 1900 
persons in twenty years. Students in Col- 
leges which offer courses in Real Estate Ap- 
praising are eligible to take the first quali- 
fying examination for the designation. 

The book reflects more than fifteen years’ 
experience of the Institute’s Education 
Committee and faculties in preparing text 
material for, and in conducting courses in, 
real estate appraisal. The work began in 
1935 when text material for the Institute’s 
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first case-study course was offered at the 
University of Chicago. Lesson-text booklets, 
at that time, were prepared by eighteen of 
the leading appraisers. Three of the orig- 
inal authors are responsible for the text 
here being reviewed. 

The original lesson-text booklets were 
bulky and repetitive. Also there was the 
inconsistency that might be expected from 
authorship by eighteen widely separated 
persons. The four authors of the text, here 
reviewed, have given a coherent and uni- 
fied presentation of current real estate ap- 
praisal theories, principles, and procedures. 
Though comprehensive and authoritative, 
much of the book is in narrative and non- 
technical form. Consequently it is suitable 
either for general reading or for use as an 
elementary text. 

Chapter headings are as follows:1) The 
Functions and Purposes of Appraisals, 2) 
The Nature of Real Property and Value, 3) 
Basic Principles of Real Property Value, 4) 
The Appraisal Process, 5) General and 
Area Trends, 6) Neighborhood Trends, 7) 
Site Valuation, 8) Building Material and 
Equipment, g) Architectural Styles and 
Functional Utility, 10) Building Cost Esti- 
mates, 11) Depreciation, 12) The Technique 
of the Cost Approach, 13) Remodeling, 
Modernization, and Rehabilitation Esti- 
mates, 14) Gross Income Estimates, 15) Op- 
erating Expense Standards, 16) Analysis of 
Operating Expense Statements, 17) The 
Residual Techniques, 18) Methods of Capi- 
talization, 19) Capitalization Rates, 20) The 
Market Data Approach, 21) Correlation and 
Final Value Estimate, 22) The Appraisal of 
Lease Interests, 23) The Appraisal Report, 
24) Professional Standards. Tables for Ap- 
praisers. Suggested Readings. Index. 

This authoritative appraisal work is pri- 
marily a text-book and as such will be used 
by current and future students of apprais- 
ing. The college teacher of Marketing will 
want to read The Appraisal of Real Estate 
in order to know to what appraisal ideas his 
marketing major students are being ex- 
posed. The merchant will want to read it 
so that he can evaluate better the data and 

techniques used by accredited appraisers. 


Any person who plans to buy, sell, or lease 
one or more parcels of real property will 
find it profitable to read this book. 


C. L. SUFFIELD 


San Jose State College 


LisTENING SALESMANSHIP: How to Size Up 
Buyers and Convince People, by Charles 
Bennett. Four Parts. (St. Louis: Ameri- 
can Efficiency Bureau, 1951. Part I, 42 
Pp.; Part II, 45 Pp.; Part III, 45 Pp.; Part 
IV, 61 Pp. $1.00 per copy.) 


A salesman is an instrument of commer- 
cial competition and even combat. He has 
about him something of the actor or show- 
man, but he is more spontaneous than 
either when he is successful. Each sales per- 
formance necessarily has unique qualities, 
especially in the hands of the skilled sales 
technician. 

The propagation of salesmen, especially 
the multiplication of salesmen who will re- 
main with a given organization, has long 
been a basic problem of business. During 
the past half century, a great many efforts 
have been made to cope with this problem 
through applications of the sparkling new 
findings of psychology and more recently 
of social psychology, sociology, and even 
anthropology and psychiatry. 

Dr. Bennett’s is a recent in a long series 
of tries to produce text materials which will] 
stimulate selling skills. Basic to his treat- 
ment, as he says in his preface, is “Bennett's 
Law oF EXPANSION OF MEANING,” developed 
by Dr. Bennett in his doctoral dissertation 
at St. Louis University in 1933. This, he 
avers, is “a new Theory of Meaning for 
Salesmanship.” The typographical effects 
are Dr. Bennett's. 

Complete with erudite footnotes to psy- 
chological literature, Dr. Bennett sets forth, 
in Part I, his “new basic theory” in relation 
to the stereotyped psychology that passes in 
business jargon for a reasonable facsimile of 
scientific psychology. Dr. Bennett’s “new 
basic theory” is, in his own words, just this: 
“Every meaning of an object and its in- 
terpretation by an individual will conform 
to his value complexes.” Fortunately, for 
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the prestige of Dr. Bennett among sales 
managers and salesmen, his potential cus- 
tomers have no great need for scholarly 
background in the precursors of modern 
psychological literature. He can date this 
“innovation” to 1933 without a qualm. But 
not to check the literature too far, I recall 
reading a formulation of this same idea in 
the “Prologue” of Abd al-Rahman ibn- 
Khaldun (1332-1402). More adequate recent 
formulations are in the writings of a great 
many, notably of William Graham Sumner, 
John Dewey, and Charles Horton Cooley. 

After stating his “new basic theory,” the 
second job of Dr. Bennett is to set forth his 
“new basic technique.” This technique is 
a wise one, “listening salesmanship.” Dale 
Carnegie owes much of the popularity of 
his How to Make Friends book to the ad- 
vocacy of a similar viewpoint. 

Parts III and IV, with a “new basic 
framework” and “new basic principles,” 
further elaborate this scheme for the propa- 
gation of salesmen. The points made, in 
pungent brief prose, are sound enough. It 
is too bad that the sales requirements for a 
book on salesmanship, as viewed by Dr. 
Bennett, apparently required him to assert 
that it is all new. The strength of his pam- 
phlets lies, in my estimation, in the fact that 
there is so little new in them. He restates 
old and tested techniques. 

If the Bennett pamphlets succeed in mak- 
ing order-takers resemble more closely the 
characteristics of successful salesmen, they 
serve the purposes for which they were 
written. They are probably best calculated 
to serve as refresher training for sales staffs 
at conferences or in the field. For the pur- 
poses of college instruction, there is no sub- 
stitute in my estimation for the intellectual 
adventures of a basic arts and science edu- 
cation in the preparation of young men 
and women for careers in salesmanship— 
whether oral or written. These adventures 


tay be provided either in an arts college 


or in a college of business administration, 
but they are at least as important as ground- 
ing in the techniques and relationships of 
our business culture. A person with a mod- 


est arts, science, and business education 
would find Dr. Bennett’s pamphlets of little 
use, and there are a great many such per- 
sons now available. 


ALFRED McCiunc LEE 


Brooklyn College of the City of New York, 
and New York University 


THINKING AHEAD FOR Business, edited by 
Edward C. Bursk. (Cambridge: Harvard 
University Press, 1952. Pp. 215. $3.25.) 
This is a digest of the speeches and panel 

discussions at the 2ist National Business 

Conference, sponsored by the Harvard Busi- 

ness School Association, June 9, 1951. The 

purpose of the Conference was “to consider 
the major political, economic and sociologi- 
cal forces throughout the world which 
promise to have such a profound effect on 
the future course of American business.” 

Answers were sought to two questions: (1) 

“What are the patterns and prospects of 

these forces?” and (2) “What problems, op- 

portunities, and responsibilities do they 
present to you—the American businessman 

—now and in years to come?” Material per- 

tinent to the first question appears as Part 

I: External Forces; that concerning the 

second question as Part II: Internal Prob- 

lems. These titles, it seems to me, may be 
misleading to some. If from the subject of 
the book, one expects in Part I a treatment 
of forces external to business in contrast to 

Part II, where the internal problems of 

business are analyzed, he will be disap- 

pointed. Perhaps the titles might more ap- 
propriately be: Foreign Forces, and Domes- 
tic Problems. 

In Part I, “The Struggle for Men’s Minds 
Abroad” and “The Red Menace in Asia” 
are, appropriately, discussed by citizens of 
seven foreign nations. Representatives of 
the Department of State and of several gov- 
ernment agencies consider “An Economic 
Program for Asia,” “The Atlantic Pact Na- 
tions,” ‘Mobilization of our Western Al- 
lies,” and “Relations with Latin America.” 
These are “external” forces only in the sense 
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of being mainly outside the United States, 
not just outside American business. 

In Part II, “Inflation,” “Price and Wage 
Controls,” “Materials Controls,” “Organ- 
izing Production Personnel,” and “Business 
Progress Toward Statesmanship” are dis- 
cussed by nineteen speakers, six of whom 
are or have been in government agencies. 
These titles, except perhaps for the third, 
are more domestic political problems than 
internal problems of business. 

It is by no means a simple nor an easy 
task to report in interestingly readable fash- 
ion the contributions made by thirty-six 
participants in a conference such as this, yet 
that is what Editor Bursk has accomplished. 
Only three chapters comprise individual 
speeches. Each of the other eight chapters 
has been built up out of contributions from 
two to as many as nine speakers. Only when 
an editor is given a completely free hand to 
select, to arrange, and even to write, can a 
satisfactory product be achieved. The tech- 
nique employed here is interesting. 

Despite the fact that no one is directly 
quoted, that there are no culled excerpts 
from speeches, the reader is able, in most 
instances, to identify comments and areas 
of discussion with individuals. The footnote 
at the beginning of each chapter provides 
the key, e.g.: 


The introduction and conclusion are drawn 
from Mr. Halaby’s remarks; the military, 
economic, and political viewpoints repre- 
sent the observations of Colonel Lincoln, 
Mr. Cleveland, and Mr. Knight, respec- 
tively; and the discussion of raw materials 
is by Mr. Cone. (Italics supplied. p. 68.) 


Alert businessmen will note that most of 
the forward thinking recorded in this vol- 
ume is done for business by political agents 
of government. They are alleged to be “the 
kind of men who make the policy decisions 
that matter to business.” If any lingering 
doubt remains as to who is the master of 
his fate, the businessman will find an answer 
- here. 


Henry A. Burp 
University of Washington 


THE NATURE OF COMPETITION IN GASOLINE 
DIsTRIBUTION AT THE RETAIL LEVEL, by 
Ralph Cassady, Jr., and Wylie L. Jones. 
(Berkeley: University of California Press, 
1951. Pp. 220. $3.50.) 

This volume represents Cassady at his 
best—careful, detailed, micro-investigation, 
recording, analysis and interpretation. The 
Los Angeles retail gasoline market is put 
“under the microscope.” Every detail of 
competitive behavior is recorded, classified 
and examined. All elements of market in- 
dustry structure and of buying behavior are 
described in a systematic manner. Probably 
nothing has been overlooked insofar as it 
could be investigated within the scope of 
the resources, time and abilities of the sen- 
ior and junior authors. It is doubtful 
whether there is available anywhere else an 
equivalent minute accounting of the market 
behavior of a single commodity at one 
market level in a limited area. Two hun- 
dred and twenty (220) pages are required 
for the recounting, with half or more of the 
space used up by footnotes in fine print 
that guarantee that all the quotations, vari- 
ations, unsettled points, issues, the defini- 
tions of terms, etc., are duly pointed out. 

Even so, the authors note regretfully that 
their files are full of unrecorded industry 
lore and that they have been unable to put 
two important areas properly “under glass”; 
viz., the behavior of (1) individual dealers, 
and (2) consumer-buyers, under the variety 
of circumstances in the market. The first 
reaction of a reader to the authors’ self- 
criticism is likely to be “No, no—this is al- 
ready too much.” On second thought, he is 
likely to agree that there is an important. 
limitation on this score, but not merely be- 
cause an area of behavior remains un- 
probed. Such additional research and ev- 
idence not only would have been illuminat- 
ing, but would have assisted in tying the 
tremendous amount of evidence into a 
tighter bundle. As it is, readers may well 
become lost in the enormous number and 
variety of enterprises, brands, services and 
price and non-price competitive adaptations 
in the marketing of this one product in one 
isolated market. (It is little wonder that 
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economists take refuge in extreme simplifi- 
cation in surveying the economy as a whole.) 
Although there is a framework for portrayal 
and analysis, it is difficult to grasp the inter- 
relationships, overlappings, and the fund- 
amental pulls (principles) if any. 

The authors have made a very notable 
contribution in recording and interpreting 
in full detail the variety and pattern of 
competitive relationships in the Los Angeles 
market. They have demonstrated that there 
is active, vigorous, multi-dimensional com- 
petition among dealers of diverse types in 
the sale of a basically homogeneous product 
under an innumerable variety of product- 
service-locational circumstances. They have 
portrayed the basic immediate and temporal 
supply and demand data and relationships. 
They have noted the inter-relationships be- 
tween competition at the retail level and 
downstream penetration by refiners to- 
gether with the pattern of crude, refiner and 
retail prices. They have been able to classify 
and portray the competitors in the market 
as conservative, aggressive and defensive in 
behavior and to characterize these forms of 
competition. But, unfortunately in terms of 
observation, it was impossible to throw a 
sizable stone into the market currents and 
eddies or to send blasts from an exterior 
source across the surface of competition and 
observe the results. 

This leads me to my final comment. Since 
it is impossible to “experiment” and re- 
sources did not allow adequate case studies 
of consumer and dealer behavior (assuming 
that such are truly feasible), it would have 
been helpful if the authors had attempted 
a somewhat more general a priori interpre- 
tation. Something general has been done 
statistically in two useful concluding chap- 
ters on “retail Gasoline Pricing and Price 
Behavior.” The purpose of the study, how- 
ever, was not merely to survey the Los An- 
geles market and to provide useful quanti- 
tative data, but to improve micro-economic 
analysis. That is, the study has an impor- 
tant methodological purpose. It would have 
been exceedingly illuminating if the analy- 
sis had been related more definitely to some 
of the current refinements of analysis of 


monopolistic and oligopolistic competition 
and product differentiation. Perhaps the be- 
havior patterns are too complex or unsuited 
for such an endeavor. In this event, it 
should be possible and would have been 
helpful to distill the fundamental forces, 
conditions and consequences which are 
more or less disguised in the intricate over- 
lay of relatively superficial forms of compe- 
titive practice. Otherwise the ripples on the 
surface hide the depth and clearness of the 
water. The very careful exposition of dealer 
margins, in contrast with consumer price in 
the context of the variety of circumstances 
depicted, provides the basic data for a more 
fundamental, final interpretation. May I 
suggest that the authors prepare such an 
interpretive statement for this Journal by 
attempting some deductive analysis within 
the limits and circumstances which they 
have established so meticulously? Thus, for 
example, why not theorize concerning the 
impacts of new enterprises of various types 
under assumed conditions. The enormous, 
realistic content provided by the authors 
should allow a creative adaptation and ap- 
plication of realistic theory. To suggest this 
is not to gainsay the superb job that has 
been done. The highest compliment that 
can be paid is to ask for more! Such deduc- 
tive analysis would contribute to another 
objective of the authors; namely, to con- 
tribute both to business policy and the 
theory of economic rivalry. 


E. T. GRETHER 
University of California 


MATHEMATICS OF RETAIL MERCHANDISING, 
by Bernard P. Corbman. (New York: The 
Ronald Press Company, 1952. Pp. 327. 
$3.50.) 

According to the author, “this book has 
been written to provide complete, detailed, 
and yet simple explanations of the mathe- 
matics which underlies the many merchan- 
dising problems faced by the merchant, 
merchandising manager, buyer, and assist- 
ant buyer.” The first four chapters deal 
with individual, cumulative, average, and 
initial markup. These chapters are followed 
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by a chapter on the retail method of in- 
ventory valuation, and then comes a chap- 
ter on markdown and maintained markup 
followed by one on gross margin. In other 
words, six of the first seven chapters deal 
with markup. This is about one-third of the 
book. 

The seven remaining chapters of the 
book cover turnover, sales planning, stock 
planning, the merchandise plan, open-to- 
buy, price lines, and model stocks. Of these 
the chapter on turnover covers about one- 
eighth of the book. There is no chapter on 
the operating statement, although an ex- 
ample is included in the Appendix, and 
there is no chapter on expense analysis and 
distribution. Discounts are treated in the 
Appendix. These topics were not included 
or they were given treatment in the Ap- 
pendix because the author was attempting 
to present a simple treatment of the basics 
of the mathematics of merchandising. 

In striving for simplicity the author 
avoided raising questions that would illus- 
trate mathematics but have little value in 
practice. For example, in his chapter on 
averaging markups he deals with the prob- 
lem of one cost and two retails and its 
complementary problem two costs and one 
retail. Students may ask for an extension of 
the problem to three or four retails or costs. 
It is easily possible to show that the prin- 
ciple of averaging markups can be applied 
mathematically with exactness for any even 
number of price lines or any even number 
of costs, but the application of the principle 
is not so easily demonstrated when the num- 
ber of price lines or the number of costs is 
odd. By not raising the question of an odd 
number of price lines, or an odd number of 
costs, the author has kept this explanation 
simple and yet practical. When an exten- 
sion of the application of the principle is 
asked, it may be well to recall that such a 
problem occurs infrequently and little is to 
be gained in spending time on its demon- 
stration. . 

In his chapter on stock planning the au- 
thor holds strictly to a simple presentation 
of the formulas as is done elsewhere in this 
branch of merchandising literature. A math- 


ematical and merchandising explanation 
might have been given as to why a certain 
stock formula is recommended when the 
stock turnover is more or less than six times 
per year. The author’s purpose, however, 
was to confine himself to simple mathemati- 
cal explanations and consequently he con- 
sidered it outside his scope to offer all the 
detailed explanation that was possible. 

Anticipation is properly although briefly 
treated by Mr. Corbman. He correctly indi- 
cates that anticipation is to be computed 
upon the number of days remaining be- 
tween the date of payment of the invoice 
and the last date that cash discount is al- 
lowed. Again it is not within his scope to 
explain why it is properly computed in this 
manner. He indicates that anticipation is 
usually 6%. This may have been true in the 
1920's and 1930’s but it is doubtful that 
6% has been the usual rate since 1940. In 
the seller’s market that existed during the 
war period and afterwards resources that 
had granted anticipation either discontin- 
ued allowing it, or offer it at a very low 
rate. 

The author could improve upon his in- 
troduction of the subject of markup. He 
states (p. 3) that, “The dollar value of the 
markup on any individual article, however, 
is not as important as the percent of mark- 
up.” Then he illustrates that the markup 
on an item with a retail of $10 and one with 
a retail of $5 may be $2 in both cases. 
Without indicating the difference in the 
percentage of markup, he states in the next 
paragraph that “markup is most useful and 
valuable when expressed as per cent because 
it may then be used as a standard for com- 
parison of dollar returns on many items, 
regardless of the individual selling cost and 
selling price.” With this conclusion there is 
no disagreement, but there are few mer- 
chants who would agree with the statement 
that the dollar value of the markup on any 
individual article is not as important as the 
per cent of markup without more explana- 
tion than is furnished here. This difficulty 
with markup is probably a sacrifice to brev- 
ity. 
This book appears to be teachable. The 
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author says that the sequence of topics has 
been tested by classroom experience and 
apparently the problems contained in the 
book have also been used in the classroom, 
although the author does not specifically 
say that they have been so used. Whether 
or not a manual of solutions is available 
for use with the book is not indicated either 
by the author or in any of the literature 
distributed by the publisher. If a manual of 
solutions is available, the book is much 
more useful to the teacher than it otherwise 
would be. 

The book is suitable for use in courses in 
stores or schools where it is desired to give 
a course in the mathematics of merchandis- 
ing. The figures used in the problems are 
such that laborious multiplications and di- 
visions are avoided yet the principles of the 
problems are not sacrificed. As the author 
states, the book is “designed to teach mer- 
chandising mathematics rather than arith- 
metic.” Furthermore, it is elementary math- 
ematics presented in a concise manner that 
the book is designed to teach. 


FrepD M. JOoNEs 
University of Illinois 


ECONOMICS OF BUSINESS ENTERPRISE, by 
Leonard Doyle. (New York: McGraw- 
Hill Book Company, 1952. Pp. 343. $5.00.) 


The first sentence in the preface of this 
book admirably sets forth the major objec- 
tive of the author: 


“The value of formal economic theory in 
the conduct of business enterprise is some- 
thing about which there is considerable 
difference of opinion in colleges and schools 
of business administration at both the un- 
dergraduate and graduate levels. If a stu- 
dent is to have systematic instruction in any 
particular area of business administration 
such as marketing, production, or account- 
ing, he should be able to relate the proce- 
dures and methods of specialization to the 
broad profit-making objective of business 
enterprise. Systematic examination of the 
nature of profit and the rational analysis 
requisite to policies designed to secure profit 


certainly should constitute the core of any 
general or specialized training for business 
management.” 


The critics and the ardent supporters of 
our private enterprise system will find the 
first chapter one of the most stimulating 
presentations that has ever been brought 
to their attention. Instead of the conven- 
tional essay approach, the scene opens in a 
courtroom. The prosecuting attorney in be- 
half of the American people attacks the op- 
eration of our private enterprise system on 
the following points: 


1. Prices are administered by business 
groups and are not established by the 
free play of the market. 

2. The patent system is abused so as to sup- 
press new products rather than to en- 
courage their development and produc- 
tion. 

3. A substantial amount of manpower and 
other economic resources is devoted to 
socially wasteful uses to foster mo- 
nopoly through advertising and promo- 
tion. 

4. Adequate security is not provided for 
the population against the hazards of 
illness, unemployment, and old age. 

5- Not all of those able and willing to 
work are able to find employment. 

6. Adequate housing at prices within rea- 
son is not provided. 

7. The public is unable to secure the food 
it wants at prices it can afford to pay. 

8. Essential commodities such as steel, rub- 
ber, aluminum, copper, and lumber are 
restricted in supply at critical times 
through lack of production capacity. 

g. Undue influence is exercised over gov- 

ernment, transportation, communica- 

tion, education, the arts, and even re- 
ligion by large business interests.” 


The defense attorney representing pri- 
vate enterprise either admirably refutes the 
charges or admits the shortcomings and 
challenges the prosecuting attorney to show 
how these difficulties could be eliminated in 
any other form of economic organization. 

The author indicates that the entire first 
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version of the book was written in dialogue 
style, a procedure which has undoubtedly 
assisted him in presenting clear cut answers 
to the many perplexing problems of busi- 
ness and economics. 

One who reads this book carefully from 
the preface to the conclusion might well 
make the following observations: 


1. The work is a scholarly, well-knit presen- 
tation of our American economic society. 

2. The author presents a realistic defense 
of our private enterprise system, incor- 
porating in his philosophy a degree of 
practicality that only an individual who 
has devoted years to the study of theoreti- 
cal economics and who has worked with 
policy makers in a business organization 
could attain. 

3. The theoretical economist, the theoreti- 
cal marketing student, and the market- 
ing administrator will find the discus- 
sions pertaining to monopoly, perfect 
and imperfect competition, elasticity and 
inelasticity of demand, advertising and 
sales promotion, and pricing (including 
the controversial basing point system) 
discussed and evaluated not from the 
Olympian heights but in its proper set- 
ting, the market place. 

Individuals interested in labor and man- 
agement will find a most natural and un- 
forced presentation of the equities and 
inequities in income distribution with a 
revealing discussion of the relationship 
of productivity, technological develop- 
ment, and the relationship of price and 
profits to wage rates. 

Statisticians, cost accountants, and men 
interested and entrusted with cost and 
financial matters of individual concerns 
should find the presentation interesting 
as well as stimulating. 

The Keynesian economist and the teacher 
of government and business will find the 
discussions of the relationships of busi- 
ness and government free from legalistic 
and institutional terminology and of a 
sound practical, philosophical nature. 
The treatment might well be character- 
ized as a thoroughly rational approach. 


The reader will sense in this book the 
sincerity of the writer’s objective viewpoint. 
He has a wide and intimate acquaintance 
with American business and a comprehen- 
sive and integrated grasp of economic 
theory, accounting, production, marketing, 
Statistics, and management as they relate 
to our society. 

While the author suggests the use of the 
book as an undergraduate’s text, in the 
opinion of the reviewer, it should be taught 
by a seasoned scholar to seniors who have 
more than the introductory course in eco- 
nomics and who have an adequate back- 
ground in the theory of marketing, cost ac- 
counting, management, and finance. The 
book is well adapted to seminar and grad- 
uate work, and any administrator or faculty 
member of a business administration school 
or a department of economics would find 
this book most stimulating, one to be kept 
on his bookshelf for continuous reference. 
It is a realistic approach in answer to: (1) 
the critics of the private enterprise system 
and (2) the practical application of eco- 
nomic theory to a specific business concern. 

While Keynesian economics has made a 
contribution to economic thought with its 
stress on the importance of money, credit, 
and government fiscal policy, Doyle has 
brought Marshall and the understanding of 
the economics of the individual enterprise 
and our private enterprise system up to date. 

Innumerable valuable passages could ad- 
visably be quoted but space limitations of a 
review preclude this. While the author de- 
fends well the theory of Private Enterprise, 
he is not unaware of the myopia and sel fish- 
ness of many business leaders. This aware- 
ness and willingness to speak in a straight- 
forward manner is exemplified by the fol- 
lowing two paragraphs: 


“Private Enterprise has a major responsi- 
bility for minimizing the area of conflict 
over government policy, and unthinking 
and unreasonable criticism of such policy 
does little to resolve the conflict.” 

“The discussion of the economics of busi- 
ness enterprise started with a trial in 
which the private-enterprise system was 
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charged with suppressing competition and 
promoting monopoly. In an enterprise 
economy it is to be expected that on oc- 
casion the activities of many persons and 
enterprises will be of a questionable na- 
ture. There is no ‘invisible hand’ or nat- 
ural law which forces individuals always 
to act in a way which promotes the gen- 
eral welfare. It is unwise to condemn any 
particular behavior pattern without in- 
vestigating carefully the reasons for such 
behavior and the possible alternatives.” 


This study is one of several published in 
the past several years designed to effect a 
greater integration of economic theory and 
business practices. The author is not an 
evangelist but a diagnostician and an ana- 
lyst of our present system; he is thoroughly 
cognizant of the interrelationships of indi- 
vidual businesses and government functions. 

If one is seeking a study which answers the 
following questions in the affirmative, this 
study does it: 


1. Can the private business economy fre- 
quently referred to as free enterprise be 
objectively defended? 

2. Can theoretical economics contribute 
anything to (a) the individual business 
firm and (b) our entire economy? 

3. Is there a study which has sufficient scope 
to integrate the courses of economics, 
marketing, production management, and 
statistical controls? 

4. Can you suggest a study which will be 
mentally challenging to the scholar and 
the alert, progressive men now engaged 
in business management? 


In his preface the author admits that this 
book cannot be all inclusive and that some 
areas must be covered in other courses. Any 
critic might feel that some materials could 
be more comprehensively treated. The care- 
ful planning, the scholarly presentation, the 
interesting treatment, and the execution of 
this work would cause almost any reviewer 
to question his judgment in making any ad- 
verse comment. 


THEODORE H. SMITH 
Montana State University 


PERSONAL SUPERVISION OF OUTSIDE SALES- 
MEN, by Charles W. Lapp. (Columbus: 
Bureau of Business Research, The Ohio 
State University, 1951. Pp. 320. $4.00.) 


This is a carefully written and profusely 
documented summary of current practice 
among sales executives in training, motivat- 
ing, controlling, and communicating with 
salesmen who do not work inside a retail 
store or business establishment of the com- 
pany employing them. It contains a timely 
and useful series of recommendations to- 
ward the solution of such current prob- 
lems as the apparent decline in salesman 
productivity, the spread of sales force un- 
ionization, and the applicability of human 
relations principles to sales organization and 
operation. 

The data supporting the recommenda- 
tions are drawn from 350 replies to personal 
letters addressed to sales executives reputed 
to be doing an outstanding job in supervi- 
sion, interviews with 200 others across the 
country, 400 replies to an elaborate ques- 
tionnaire sent to a sample of the member- 
ship of National Sales Executives, Inc., and 
opinion surveys among 230 salesmen repre- 
sentative of the life insurance, house-to- 
house food sales, and industrial floor cover- 
ing fields. 

In spite of the interruption by numerous 
statistical tables and a rather stilted writ- 
ing style (probably unavoidable in this type 
of reporting), the book is easy to read. At 
the same time, the systematic and orderly ar- 
rangement of the material facilitates refer- 
ence use and makes unimportant the omis- 
sion of an index. 

This reviewer found no reason to quarrel 
with the validity of the survey method, the 
data, or the recommendations. One small 
complaint may be made about the implicit 
assumption that current practice establishes 
the limits of possible solution to the prob- 
lems discussed. 

The principal market for the book would 
seem to be among sales managers and super- 
visors for reference purposes and among 
teachers of sales management courses for 
assigned collateral reading. Both groups 
will find the bibliography unusually com- 
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prehensive and the reproduced question- 
naires surprisingly long and involved con- 
sidering the high rate of return from re- 
spondents. 

C. S. Locspon 
University of North Carolina 


SELLING To INpDusTRY, by Bernard Lester. 
(New York: The Industrial Press, 1952. 
Pp. 255. $3.50.) 

In his preface, Mr. Lester explains that 
this book is “written for the engineer who 
sells machines, equipment or technical prod- 
ucts to industrial users. Its purpose is to help 
him reach a higher goal of performance, by 
matching expanding opportunity with im- 
proved skill.” This well-bound, attractively 
printed volume should fulfill its purpose. 

The basic problems, applicable to selling 
any product, are covered in short, readable 
sections. Mr. Lester has coined his own 
catchy titles for many of the fundamentals 
and has made good use of short, pointed il- 
lustrations to develop his themes. This has 
been accomplished without becoming “cute” 
—and is definitely an improvement over 
much of the other recent sales and selling- 
technique literature. 

Selling to Industry would not be suitable 
for adoption as a text in college salesman- 
ship classes because of its brevity and em- 
phasis on industrial selling. It would, how- 
ever, make exccllent supplementary read- 
ing for any general salesmanship course. ' 
Salesmen and sales managers will find in it, 
valuable “thought starters” about such prob- 
lems as how to make the sales program ef- 
fective; how to get help from others; how to 
use the sales tools; and, how to organize, 
develop and use an effective sales presenta- 
tion for technical products. 

Although there are no basically new ideas 
presented, the freshness and clarity with 
which Mr. Lester has developed the funda- 
mentals of selling will encourage salesmen 
to read and appreciate the principles. 

Finally, both the attractive style and ex- 
cellence of printing of the book will lend 
impact to the sales message presented. It 


should prove to be a useful addition to any 
sales training library. 

Roy T. SHAw 
Texas Technological College 


TAXATION OF THE TRUCKING INDUSTRY, by 
Richard W. Lindholm. (Columbus: Bu- 
reau of Business Research, Ohio State 
University, 1951. Pp. 141. $3.00.) 


The effect of taxes upon various segments 
of our economic life is a subject often ex- 
amined. This study, Taxation of the Truck- 
ing Industry, by Professor Richard W. Lind- 
holm, undertakes such an analysis as it 
relates to motor carriers of property, particu- 
larly Class I carriers, which are regulated by 
the Interstate Commerce Commission. A 
book of this type is especially useful in a 
field in which public facilities are utilized 
by the carriers in their rendition of service. 
The user charges which have been imposed 
upon motor carriers have been in the form 
of various types of taxes, the ramifications of 
which, the author points out, are not as 
well known as they should be even within 
the industry itself. 

The book is relatively short but filled 
with very useful information about taxation 
in the trucking industry. The trends over a 
ten-year period are given and certain the- 
oretical considerations as to the incidence of 
taxes are ably discussed. The author cites 
and analyzes thirteen different kinds of 
taxes levied upon motor carriers, some of 
which are comparable to those paid by busi- 
ness enterprises generally and others which 
are special to this particular industry. A sum- 
mary is included of industry reaction to the 
different types of taxes, and the author is 
careful to point out that the method of re- 
search employed, that of personal interview 
and questionnaire, was not as comprehen- 
sive as desired although Professor Lindholm 
feels that the results secured permit the con- 
clusions which he has drawn. The reactions 
of individual motor carriers to a specific tax 
vary widely depending in part upon whether 
the individual company has been affected by 
the tax as well as whether general informa- 
tion concerning it has been disseminated 
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over a sufficiently long period of time to 
establish in the minds of motor carrier 
management that it is a good or bad tax. 

Special attention is given to the absolute 
and relative tax burden which is borne by 
the Class I motor carriers of property in the 
various sections of the United States. The 
problem of differential taxation, on the 
other hand, could have been given more de- 
tailed consideration. The tax advantage 
possessed by private carriers is by no means 
confined to the exemption from the federal 
tax of 3 per cent on the transportation of 
property which must be added to the freight 
bill by the regulated for-hire carriers. For ex- 
ample, an analysis of the license fees in 
some states would show that a private carrier 
using the same size vehicle as a commercial 
carrier pays a registration fee of only one- 
third to one-half that of the for-hire carrier. 
A differential exists also in certain other 
types of taxes, which factor is unquestion- 
ably an inducement to an increasing amount 
of private carriage and should be accorded 
greater attention in the future by public 
officials. The subject of reciprocity might 
well have been considered in this study for 
it is through this particular means that some 
hope exists for establishing a more equitable 
tax relationship in this field. It is, there- 
fore, somewhat surprising that this aspect 
was not covered. 

The first appendix contains the statistical 
material which provided the data used in 
various chapters. The next appendix deals 
with certain specialized carriers and gives 
primary consideration to the taxes which 
are paid by these groups based on unpub- 
lished records of the Interstate Commerce 
Commission. A more detailed comparison 
between the specialized carrier taxes and 
those of the general commodity haulers 
would have been advantageous but this ap- 
pendix constitutes an original and distinct 
contribution as it now stands. 

This book does not include a bibliogra- 
phy nor an index. The latter would have 
been very helpful for there are many sub- 
jects covered, and it would have facilitated 
reference to individual items in which read- 
ers might have a special interest. 


Professor Lindholm’s book is the first com- 
prehensive study of taxation in the trucking 
industry since the study by the Board of In- 
vestigation and Research in 1944. The ma- 
terial has been ably presented and will be 
of value to marketing personnel and to 
others interested in the transportation as- 
pects of distribution. 


Cuar.es A. TAFF 
University of Maryland 


MARKETING RESEARCH, by David J. Luck and 
Hugh G. Wales. (New York: Prentice- 
Hall, Inc., 1952. Pp. 532. $5.75.) 

This is another of the growing list of re- 
cent books designed for survey courses to 
introduce the subject of marketing research. 
The authors in their preface express the 
hope that it will also serve “those in the busi- 
ness world who utilize research.” It is al- 
ways difficult to write for two audiences and, 
in my opinion, the present book is less well 
adapted to the audience of businessmen than 
to the audience of college and university 
students. 

It seems to me the time has come to mini- 
mize somewhat the emphasis on the new- 
ness of marketing research as a field of en- 
deavor. In the first paragraph, the authors 
state that the “application of research to 
marketing problems on an extensive scale 
is largely a development of the last twenty 
years.” While this may be correct under 
certain interpretations of the statement, 
such authors as C. S. Duncan and Percival 
White outlined and discussed methods of 
marketing research well over thirty years 
ago. In fact, the subject matter of some 
of the books written about 1920 is very 
similar to that presently appearing, and 
some of the present authors might gain by 
rereading these earlier books. I am never 
quite sure whether the emphasis on newness 
is used as an alibi for imperfections or be- 
cause novelty is desirable in itself. 

It is time, also, that we recognize some of 
the subdivisions of the field of marketing 
research in the titles and introductions to 
our books on the subject. This is done, of 
course, in such cases as Blankenship’s Con- 
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sumer and Opinion Research, and Parten’s 
Surveys, Polls, and Samples, but it is not 
done in too many cases. In the book here 
reviewed the authors give on page three 
one possible definition of marketing re- 
search as “the application of scientific meth- 
ods to the solution of marketing problems.” 
Under this definition, the scope of their 
book is not nearly broad enough. Let us re- 
member that one way of dividing marketing 
problems is to consider separately, (a) the 
socio-economic problems connected with 
directing the use of resources and balancing 
production and consumption and, (b) the 
engineering-type of problems associated 
with the physical handling and movement 
of goods from the time of their origin until 
they reach the consumers’ hands. When the 
authors speak about the importance of 
marketing research depending in part upon 
“the sheer magnitude of marketing opera- 
tions,” they would seem to imply especially 
the engineering aspects of marketing for it 
is these aspects that absorb most of the 
actual cost of marketing, and yet there is 
almost no reference anywhere in the book 
to either the problems or the study that has 
been made of them in this field. 

Another of the ways in which the present 
book narrows its field of consideration is its 
dismissal of the entire category of retail and 
wholesale merchants. It would seem to me 
that people like Forrest Walker of Macy’s, 
James Palmer of Marshall-Field and Paul 
Nystrom through his connections with the 
variety stores would find this minimizing of 
the research done by retailers a serious omis- 
sion in any survey discussion of the prob- 
lems and possibilities of marketing research. 
Surely, also, the studies of location for re- 
tail outlets which William Applebaum of 
Stop-and-Shop has undertaken are illustra- 
tive of a tremendously important field of 
marketing research, the correct solution to 
which may have great importance in reduc- 
ing the costliness of marketing. 

The book devotes a chapter each to sec- 
ondary and primary data (Chapter 4 and 5). 
These chapters are quite satisfactory in 
themselves as introductory statements of the 
nature and sources of data. A more com- 


plete book on marketing research would, 
however, make much more of the possibili- 
ties connected with the secondary data in 
the solution of marketing problems. There 
is later, to be sure, another chapter (Chap- 
ter 7) dealing with preliminary investiga- 
tions in which secondary data would be 
used. This represents by no means a com- 
plete or satisfactory coverage of this aspect 
of marketing research. Many problems may 
be solved completely by a thorough analysis 
of secondary data although that point is 
not made clear in this book. 

Chapters 12 and 18 deal with the editing 
and tabulating of data and its subsequent 
statistical analysis. These chapters illustrate 
a problem in curriculum building to which 
there is no easy solution. In my opinion, 
the chapters are inadequate for the guid- 
ance of either students or businessmen who 
have had no preliminary training in statis- 
tical techniques. They are in contrast un- 
duly long and detailed for those who have 
had reasonable preliminary training in sta- 
tistics. Just how this dilemma should be 
solved is uncertain but clearly it is some- 
thing with which teachers must concern 
themselves. 

Another of the areas in which this book 
is inadequate is the analysis of the com- 
pany’s own records. Here might be included 
analysis of sales trends for the company as 
a whole, difference in behavior of different 
sales territories, detailed analysis of sales to 
individual customers, the sales response to 
advertising and other sales promotion de- 
vices, complaints or praise received con- 
cerning production and package design, 
costs of various parts of the company’s op- 
erations, the proportion of total sales that 
come from each model or design of produc- 
tion, and a host of other questions. This 
portion of marketing research seems to me 
best handled in the Heidingsfield and 
Blankenship book, Market and Marketing 
Analysis, of any of the recent books in this 
field. It would be an interesting thing, in 
fact, to pick out sections from each of many 
recent books and combine them into the 
best treatment so far given to each area. 
Perhaps such a selection would include not 
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only the one just mentioned, but Lyndon 
Brown’s treatment of The Situation Analy- 
sis, Mildred Parten’s discussion of some as- 
pects of surveys, some sections from Lucas 
and Britt’s Advertising Psychology and Re- 
search, and some of the discussion of statis- 
tical techniques given by Robert Ferber. 
In this sort of a conglomerate book the prin- 
cipal contributions from the book under 
review would seem to be found in the fol- 
lowing chapters: 8—“Planning the Data 
Collection,” g—‘Sampling Problems and 
Methods,”—15—“Presenting the Findings” 
and Part IV (Chapters 17-20) on the appli- 
cation of marketing research. 

One wonders whether either the Santa Fe 
or the Great Northern railroads would have 
been built if the decision had been based on 
the kinds of market research presented in 
this book. 

ROLANp S. VAILE 
University of Minnesota 


BUSINESS FORECASTING PRINCIPLES AND PRAC- 
TicEs, by Frank D. Newbury. (New York: 
McGraw-Hill Book Co., Inc., 1952. Pp. 
273. $4-75-) 

It is believed that there is an upward 
trend in the number of courses on Sales 
Forecasting in marketing curricula. The 
slow rate of introduction of such courses is 
probably due less to the lack of recognition 
of the importance of the subject than to 
the paucity of literature on the methodol- 
ogy of sales forecasting. While it cannot be 
said that Newbury’s book is the book that 
sales forecasters have been waiting for, it 
does provide much useful background in- 
formation not only for the sales forecaster 
but more for the student of business cycles 
and business economics. 

Newbury, formerly a vice president of the 
Westinghouse Electric Corporation, draws 
heavily on the economic studies made by 
Westinghouse, summarizes the report on 
“Business Forecasting” issued by the Con- 
trollers’ Institute of America, and abstracts 
much of the current literature on gross na- 
tional product, income, and business cycles. 

Marketing students will, of course, lament 
the fact that only one chapter is devoted to 
Sales Forecasting and most of that relates to 


predicting the sales of an industry in con- 
trast to the sales of individual firms which 
is the primary interest of marketing analy- 
sis. 

Newbury logically divides sales forecast- 
ing methods into two broad classes; first, are 
projections from past experience and sec- 
ond, are predictions based on the current 
purchases and stated intentions of buyers. 
Since Newbury stresses the necessity of tak- 
ing into account buyers’ expectations, it is 
surprising that he devoted more attention 
to projections of past experience than to the 
field studies necessary to obtain informa- 
tion on buyers’ intentions. In his discussion 
of consumer field surveys he cites the annual 
surveys of consumer finance sponsored by 
the Federal Reserve Board and conducted 
by the Survey Research Center of the Uni- 
versity of Michigan. Possibly the most strik- 
ing innovation of these surveys are the at- 
titudinal questions that permit inferences 
regarding buyers’ behavior. Newbury im- 
plies, in passing, the possible use of such 
questions in surveys designed for sales fore- 
casting, but in the writer’s opinion, the idea 
warrants considerable attention. 

Newbury should feel rewarded if his book 
is taken as a stepping stone leading to the 
production of books that deal more directly 
with the sales forecasting problem of the in- 
dividual firm. 

LINCOLN CLARK 
New York University 


MARKETING—PRINCIPLES AND METHODs, re- 
vised edition, by Charles F. Phillips and 
Delbert J. Duncan. (Homewood: Richard 
D. Irwin, Inc., 1952. Pp. 728. $5.75.) 

The general subject of Marketing has 
now had the interest and the progressive 
thought of careful students and teachers 
for nearly a generation. There are several 
treatises on the subject, each covering 
largely the same ground, but with differ- 
ences in order of presentation and emphasis 
on particular points. All of these treatises 
on marketing are now done well. Differ- 
ences upon this point are likely to be per- 
sonal or subjective, rather than funda- 
mental. 

In the text book on Marketing now be- 
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fore us we have the most recent and most 
up-to-date of these general text books. The 
writers of this volume are men of wide 
marketing as well as of teaching experience. 
The simple and easy style of presentation 
hides the enormous amount of thought and 
work that has gone into its preparation. 
The treatment of the subject is comprehen- 
sive. I have only a feeling of deep respect 
and admiration for the ground so ad- 
equately covered. 

Since this is prepared for the readers of 
THE JOURNAL OF MARKETING, most of whom 
are themselves experts in this field, some 
criticism may perhaps be expected. Favor- 
able statements will come from the publish- 
ers and from satisfied users. So a couple of 
criticisms will be offered. 

From the viewpoint of this reviewer, the 
treatment of government regulation in its 
relation to marketing is not adequate. Gov- 
ernment regulation, interference, interven- 
tion and competition has become a major 
problem of marketing as well as of all free 
enterprise. Government regulation can be 
and has become a heavy deterrent to easy, 
economical marketing. This fact should 
not be kept from students about to go into 
this field. 

It is also the opinion of the reviewer that 
the subject of selling does not receive the 
consideration that it deserves. The chapter 
on selling policies and practice that runs a 
mere 26 pages near the end of the book 
doesn’t give selling the place that it deserves 
in a text book on marketing. It is an ele- 
mentary fact that there would not be any 
marketing institutions, whether industrial, 
wholesale, or retail unless there were sales 
and the prospect of the continuation of 
sales. All of the elaborate systems of distri- 
bution with what goes on in them, includ- 
ing the determination of policies, the em- 
ployment of people, accounting, office prac- 
tice, the equipment, layout, and even the 
architecture of the buildings housing these 
systems, depend for their existence upon 
sales. Nothing happens in our economy 
either in distribution or production until 
there are sales. 

Selling isn’t something that just happens. 


Selling under most conditions and in most 
lines is difficult work. It calls for special 
energy, skill, and adaptability. There must 
be salesmen to support our marketing and 
business systems—millions of them. A knowl- 
edge of the marketing institutions and their 
practices are, of course, useful to salesmen, 
but selling is fundamental to all marketing. 
Selling is the very center of our entire busi- 
ness economy. 

There is, in my opinion, the danger that 
many students using this otherwise excel- 
lent text book and other general marketing 
texts may be overly impressed, or even in- 
timidated, by the complexity of the organ- 
izations and mechanisms of marketing and 
miss the significance of selling within these 
organizations. How many students who 
take marketing are thinking of becoming 
salesmen? Are they thinking of becoming 
marketing executives ensconced in beauti- 
ful air conditioned, acoustically modulated 
offices, equipped with modern furniture 
and deep-pile rugs? Do they learn from this, 
or any other marketing text book, that the 
way to an executive position in marketing 
is through long, hard work in skillful, suc- 
cessful selling? 

So, this review, if that is what it is, reit- 
terates its commendations for the excellence 
of the present text, but at the same time 
raises the question whether it, in common 
with other general books on marketing, 
does not fail to challenge its readers and 
students to understand, to feel the strain of 
necessity of finding and getting business; 
first, to get and keep a job in marketing; 
second, to prepare for promotion in selling 
and sales supervision or in the preparation 
of aids offered in modern marketing to sell- 
ing; and, third, to help keep the whole busi- 
ness system going. 

PauL H. NysTROM 
Columbia University 


How To EsTABLISH AND OPERATE A RETAIL 
StorE, 2nd edition, by O. Preston Rob- 
inson and Kenneth B. Haas. (New York: 
Prentice-Hall, Inc., 1952. Pp. 435. $5.00.) 


When this book was first published in 
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1946, it was one of the best of its kind on 
how to start and operate a small retail busi- 
ness. The second edition, brought up to 
date with new material and additional fea- 
tures, should still hold a leading position in 
the field. Although primarily designed to 
help the beginning retailer get off to a good 
start, the book ought to be useful to any 
operator of a small retail business in guid- 
ing him toward a better understanding of 
the principles, methods and techniques that 
make for success in retailing. 

The book opens with a chapter on the op- 
portunities in retailing and a discussion of 
the personal qualities, background and ex- 
perience necessary to attain success. Subse- 
quent chapters deal with problems of loca- 
tion, financing, organizing and arranging 
the store, record keeping, buying, merchan- 
dising essentials, store operation, employ- 
ment and training, sales promotion, mer- 
chandise presentation and display, the 
techniques of successful selling, outside sell- 
ing, store protection, and the merchant’s 
relations with the community. An entirely 
new chapter in this edition is the one on 
“Outside Selling.” It deals with the prep- 
aration required for extending the selling 
job outside the store and tells where to find 
prospective customers and how to approach 
and deal with them. The reader is told how 
to turn weddings, births, new arrivals in the 
community, news items, club membership 
lists and various community changes to his 
advantage. 

Teachers of small business courses may 
well give serious consideration to the adop- 
tion of this work for a course in small retail 
enterprise. Not only is it replete with ex- 
cellent suggestions for successful retail store 
operation, but the material is comprehen- 
sive and presented in concise form with 
questions and problems at the end of each 
chapter to stimulate student thinking. A 
new and unique feature of the book, both 
for the merchant and for the student, is a 
business periodical appendix, classified ac- 
cording to subjects. This appendix is thor- 
oughly up-to-date and quite complete. A 
merchant interested in knowing about 
children’s wear, for example, can select 


from 128 different publications the one that 
will tell him what he wants to know about 
this field. It will tell him when he can secure 
a free copy, and how much it will cost him 
to subscribe to the publication. Further- 
more, the reader is not unnecessarily con- 
fused by multiple choices. If there is just 
one good publication in the field, the au- 
thors do not hesitate to say so. 

It would have been helpful if the writers 
had extended their bibliography to include 
books as well as periodicals, particularly in 
view of the paucity of worthwhile bibliog- 
raphical material in the small business field, 
and the probable desire of some readers for 
more complete information on some of the 
topics presented in the book. This need is 
met to a certain extent by footnote refer- 
ences throughout the work, but this reader, 
at least, would like to have found more of 
the kind of footnote reference presented in 
the chapter on “Buying Merchandise” 
where an excellent bibliography is included 
on sources of merchandise information. 

The publishing job on this edition is a 
marked improvement over the first. The 
book is abundantly illustrated and the il- 
lustrations are clear cut and well tied in 
with text material. The book is attractively 
bound in blue and black. 


Davi E. FAVILLE 
Stanford University 


CREATIVE BROADCASTING, by H. J. Skornia, 
Robert H. Lee, and Fred A. Brewer. (New 
York: Prentice-Hall, Inc., 1950. Pp. 402. 
$5.00.) 


The authors suggest the following three 
purposes for this book: (1) to provide a 
sound, practical, and introductory basis for 
future study by those few who will eventu- 
ally make radio their careers; (2) to prepare 
tomorrow's citizens as occasional broadcast- 
ers to use radio to the best advantage; and 
(3) to produce better-informed listeners and 
critics. It is the first purpose that is success- 
fully achieved. Groups that are beginning 
to work in radio production with limited 
means and facilities can find the book use- 
ful. It can serve as a satisfactory text in an 
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elementary course in radio broadcasting for 
either high school or college. 

Presentation of the text material is di- 
vided into two parts. Part One covers basic 
information required for planning a radio 
broadcast. Part Two serves as a workbook 
and includes twelve radio scripts that may 
be used for actual production. 

In Part One, the following topics are pre- 
sented in a logical and well-organized man- 
ner: In the chapter on Station Relations, 
some explanation is given concerning the 
purpose of commercial radio stations. This 
is the only portion of the book that touches 
on any phase of the economics or business 
management of radio broadcasting. Atten- 
tion is devoted entirely to the area of pro- 
gram preparation and production. The le- 
gal and procedural aspects of music and 
copyright clearance are explained in simple 
terms. Guiding rules are given for audi- 
tioning and casting. Basic instructions are 
outlined concerning techniques at the mi- 
crophone. The duties and problems of the 
producer are briefly described. 

There are also chapters in which the 
following subjects are treated: working with 
the script, selecting records for theme and 
mood music, cuing records for mood, bridge, 
and theme music, success with sound, re- 
hearsals and the broadcast, and non-drama- 
tic programs. 

Part Two is a series of twelve prepared 
scripts which may be used for either work- 
book projects or actual broadcast if desired. 
They are graded in type and length. Fairly 
complete production notes are included in 
most of the scripts. Permission is granted 
for educational groups to use the scripts in 
non-commercial broadcasts when the book 
is used as a text. The scripts provide the 
major portion of the book and present most 
of the different types of problems @ncoun- 
tered in production. 

It seems that the entire book aims at pro- 
ducing one particular broadcast for either 
a quarter, half, or full hour program. No 
mention is made of the problems involved 
in planning and scheduling the broadcast- 
ing activities for a day or a week. No atten- 
tion is given to program balance or match- 


ing programs suitable to a sponsor’s product 
or service. The authors also omit such areas 
as policy formation concerning programs in 
relation to the community in which a radio 
station is located, or to the nature of the 
audience or market area. Only the tech- 
niques involved in producing any one par- 
ticular program are presented. 

Although the purpose of the book is to 
serve as a basic text in radio broadcasting, 
it could be more useful if some attention 
were given to the economic and social en- 
vironment in which the broadcasts were to 
be made. Readers seeking basic and elemen- 
tary information concerning the production 
of a single broadcasting program will not 
be disappointed. The presentation is clear 
and concise. However, its use is limited to 
inexperienced groups or individuals who 
seek guidance in the art of preparing and 
producing a small program. Students or 
practitioners in the field of advertising, re- 
tailing, or other areas of marketing will 
find little of interest in this book. 


JOHN F. MEE 
Indiana University 


MaArKETING IN THE AMERICAN Economy, by 
Roland S. Vaile, E. T. Grether, and 
Reavis Cox. (New York: Ronald Press, 
1952. Pp. 737. $6.00.) 

When three scholars as distinguished as 
Professors Vaile, Grether, and Cox collabo- 
rate, we may expect an unusual book. The 
expectation is justified, because this book 
brings—for the first time in nearly a gen- 
eration—a new approach to the survey text 
in marketing. Properly speaking, the book 
does not offer a description of marketing 
functions and institutions, but instead, an 
economic and social analysis or appraisal. 
Unlike most survey texts, this one attempts 
to give understanding to students approach- 
ing their study of marketing. The freshness 
of approach is indicated by the plan of the 
book, summarized succinctly in the preface: 


“Part I describes the principal social tasks 
performed by marketing in our economy. 
The student is shown how marketing allo- 
cates resources and directs their use, how it 
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influences and is influenced by both the 
amount and the distribution of personal 
income, and how it introduces forces that 
make for change in what people want, what 
they make, and what they buy. Strong em- 
phasis is placed upon the fact that in our 
economy marketing is built around plans 
and procedures for arranging successive 
changes of ownership. Part II describes the 
institutions, agencies, and channels that do 
the work of marketing. It lays stress upon 
the organization of marketing into se- 
quences and combinations of ownerships, 
and shows how the specialization and in- 
tegration of enterprises are profoundly af- 
fected by the processes of collecting, sorting, 
and dispersing. Parts III, IV, and V concen- 
trate upon the central core of marketing. 
They consider, successively, buying, selling, 
pricing, and the general conditions and 
processes of exchange among areas, both 
within and between regions. Broad contrasts 
are drawn among primary producers, manu- 
facturers, wholesale distributors, and re- 
tailers as regards their problems, solutions, 
and behavior patterns. The text emphasizes 
the attitudes, work, and organization of sell- 
ers rather than those of buyers because, in 
the American economy, sellers usually take 
the initiative. More particularly, the dis- 
cussion stresses marketing by manufactur- 
ers, since their promotional efforts and 
aggressive intervention in channels of dis- 
tribution are probably the most conspicuous 
characteristics of present-day marketing in 
the United States. Part VI considers con- 
trols and efficiency in marketing. It exam- 
ines certain tools of management that are 
essential to the preservation of our system 
of producing for sale, giving thought both 
to the efficiency with which marketing op- 
erations are performed and to the social 
worth of the operations themselves. Finally, 
it describes and evaluates the increasing ef- 
fort of government to control marketing as 
the directing force in our economy.” 


This is the summary of a massive book. 
It may be a little humiliating for many of 
us to read the book, because of the consid- 
erable erudition indicated by the sweep of 
the concepts, and because of the familiarity 


shown with a prodigious volume of market- 
ing literature. The bibliographical annota- 
tions will be of consequential help to mar- 
keting scholars, even for the development 
of specialized fields of marketing. The con- 
tributions of the text are important. In the 
first place, the authors leave behind the 
somewhat limiting approach through tradi- 
tional marketing functions, which are rele- 
vant primarily to the marketing of agricul- 
tural products. In the second place, the 
book moves close to economic theory in the 
nature of analysis presented, and therefore 
strikes a fundamental level that many sur- 
vey texts do not achieve. Such concepts as 
that of flow of ownership as a means of ex- 
plaining the successive steps in marketing 


and the chapter (12) on Stability and 


Change indicate the force of some of the 
newer, or adapted, concepts. Moreover, the 
authors rely heavily on the gradually de- 
veloping body of marketing theory. Greth- 
er’s ideas on inter-regional trade become of 
basic importance in the development of 
thought in the book. 

These are important virtues. There are, 
however, some negative aspects which must 
be mentioned. In the first place, it seems to 
the reviewer that the book is over the heads 
of most undergraduate students unless they 
have had considerable work in economics 
and bring to their reading the book some 
previous knowledge of marketing. In the 
same direction is the fact that the book 
makes rather heavy demands on the instruc- 
tor who will use it; probably a good many 
younger and less experienced instructors 
will be as baffled as their students by the 
concentration in the book in abstract con- 
cept. In the second place, the book may not 
fit into the curricula of a good many schools 
of business. Marketing is considered as a 
social institution, rather than as a business 
institution. The student who wants to learn 
the how of any aspect of marketing is going 
to be disappointed, and the book is going 
to be out of place in any curriculum in 
which direct preparation for business is 
highly stressed. 

As might be expected in a three-way col- 
laboration, there is some over-lapping of 
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idea. The treatment of consumer coopera- 
tives in two parts of the book shows not 
only some over-lapping, but some degree of 
unreconciled divergence of opinion. Par- 
ticularly toward the end of the book, some 
of the generalizations seem to be somewhat 
subjective. One quotation (from page 413) 
will illustrate: “Even though the preference 
of sellers for stable prices is thus not abso- 
lute, it probably is true in the main that 
firms with price discretion are too cautious 
in making price adjustment. Almost cer- 
tainly they could often improve their total 
earnings by greater flexibility in pricing.” 
The statement is made ex cathedrally. The 
attempt to treat marketing broadly has led 
to some confusion when there is rarely a 
differing treatment for the marketing of 
consumer, industrial, and primary goods. 
Possibly this difficulty is unavoidable, but 
under the treatment in this book, it occa- 
sionally becomes obvious. 

This book unquestionably is a challeng- 
ing book. In the opinion of the reviewer, it 
shows the greatest advance in marketing 
scholarship since the publication of Market- 
ing by Alexander, Surface, and Alderson. 
And its value to the faculties of marketing 
is great. The doubt remains, however, 
whether it will find the place its merits de- 
serve because of high level of abstract con- 
cept, and its minimization of descriptive 


_ treatment. 


LawRENCE C. LOCKLEY 
University of Southern California 


MARKETING RESEARCH, SELECTED LITERA- 
TuRE, by Hugh G. Wales and Robert 
Ferber. (Dubuque: Wm. C. Brown Com- 
pany, 1952. Pp. 218. $3.00.) 


This is a book of readings printed on 
81% x 11 inch paper, with a wire coil bind- 
ing. 

In the introduction, the authors observe 
that there are quite a few articles which are 
relatively unknown since the techniques 
and procedures applicable to marketing re- 
search are drawn from many fields of 
thought and the articles are published in a 
variety of journals. To illustrate, the thirty- 


two articles in this publication were taken 
from the following publications: 10 from 
THE JOURNAL OF MARKETING, 4 each from the 
Harvard Business Review and the Public 
Opinion Quarterly, 3 each from the Ameri- 
can Socological Review and the Journal of 
the American Statistical Association, and 1 
each from Sales Management, Journal of 
Farm Economics, Journal of Applied Psy- 
chology, Journal of Consulting Psychology, 
Journal of Retailing, Proceedings of the Ad- 
vertising and Sales Promotion Conference 
at Ohio State University (1950), paper pre- 
sented before the American Historical As- 
sociation (1947), and the Journal of Busi- 
ness. It seems apparent that to keep abreast 
of articles in the field of marketing research, 
one must follow a wide variety of journals. 

What criteria were followed by the au- 
thors in the selection of articles appearing 
in this book? They state that they kept these 
in mind: (1) “to favor material that supple- 
ments rather than competes with the subject 
matter of the standard texts and other books 
on marketing research”; (2) “to highlight 
particular research techniques of significant 
value in market research but which for one 
reason or another have not yet received as 
much emphasis as they would seem to de- 
serve”; and (3) “other things being equal, 
preference has been given to material in 
journals not readily accessible to workers in 
the field.” In the opinion of this reviewer, 
the editors observed these criteria rather 
well. 

There is little duplication relative to au- 
thors. Out of the thirty-two articles, Politz 
and Gettman appear once alone and again 
as collaborators. The remaining 29 articles 
are written by different individuals some of 
whom are well known in the market re- 
search field or in other fields, as W. W. 
Heusner, W. E. Deming, M. H. Hansen, 
P. M. Hauser, V. D. Reed, P. D. Converse, 
L. O. Brown, T. G. MacGowan, D. M. 
Phelps, A. Politz, and so on. A collection of 
articles by such able men is most certain to 
include at least one item of interest to any 
reader. 

As to coverage, this book will not prove 
to be unfamiliar to one working in the field 
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of market research. There are three articles 
under the heading of History and Functions 
of Marketing Research, one under Statistics 
in Marketing Research, five under Theory 
and Practice of Sampling, six under Ques- 
tionnaires and Interviewing Techniques, 
two under Coding and Tabulating Proced- 
ures, four under Consumer and Market 
Area Research, three under Attitude Meas- 
urement, four under Sales Research and 
Quotas, and four under Media and Adver- 
tising Research. In addition, there is a 
bibliography some 27 pages in length which 
is classified according to each of the above 
divisions. 

To facilitate the use of this book, the au- 
thors have appended a list of essay questions 
at the end of each article. These questions 
should prove to be stimulating not only to 
the student and his teacher, but also to the 
“practical” man who is working in the field 
of market research. 

Ciausin D. HADLEY 


University of Santa Clara 


ELEMENTS OF STATISTICAL METHOD, 3rd edi- 
tion, by Albert E. Waugh. (New York: 
McGraw-Hill Book Company, Inc., 1952. 
Pp. 531. $5.50.) 

This is the third edition of a book which 
was first published about fourteen years 
ago. As such, it contains additions, omis- 
sions and changes over the prior editions. 
The author in the preface, points out the 
problem for the reviewer when he indicates 
the difficulty in deciding upon the degree 
and extent of the revisions to be made. 

The major part of the text is unchanged. 
This is particularly true of the first half of 
the book. The chapters on “The Nature of 
Statistics,” “The Meaning of Numbers,” 
“The Frequency Distribution,” “Measures 
of Central Tendency,” “Measures of Dis- 
persion,” “Simple Probability and the Nor- 
mal Curve,” “Moments, Frequency Curves 
and the Chi Square Test,” and ‘Measures 
of Reliability” are virtually unchanged. It 
is well that the author did not rework these 
chapters for they have stood the test of time. 
This is particularly true in his chapters on 


Frequency Distribution, Central Tendency, 
and Dispersion. Here the book rises to its 
finest presentation. They are outstanding 
in their clarity, simplicity and thoroughness. 
The author has wisely seen fit to keep these 
chapters in much the same form as they ap- 
peared in other editions. 

Chapter Ten, “The Analysis of Vari- 
ance,” represents the only significant addi- 
tion to the book. The author has presented 
this rather recent contribution to our statis- 
tical kit of tools in his usual sound style. 
His material is well organized, clearly ex- 
plained, with technique nicely summarized 
at the end of the chapter. 

Changes have been made in some of the 
later chapters of the book. Certain concepts 
and techniques are given more thorough 
explanation and discussion. The subject of 
Curve Fitting has been reworked and made 
introductory to the chapters on Correlation. 
This change has given more unity to this 
subject which cuts across several phases of 
basic statistics rather prominently. 

In this revision the author has seen fit to 
drop his section on collection of data and 
tabular and graphic presentation. There is 
certainly a question as to the wisdom of this 
omission. The materials contained in this 
section are basic. This is particularly true 
for the student of Economic and Business 
Statistics. By omitting this section the au- 
thor has reduced the effectiveness of his 
book when it is used as a text for this sig- 
nificant group of students. 

Any author in writing an elementary text- 
book in statistics, runs headlong into a con- 
troversy. What topics should be included 
in it? Should it be an intensive presentation 
of the more basic statistical concepts or 
should it be a more extensive effort designed 
to include some of the more refined and so- 
phisticated concepts? The heart of the prob- 
lem lies in the large number of diverse 
groups who take elementary statistics. Each 
group demands a somewhat different em- 
phasis. 

Traditionally, the standard texts in the 
field have attempted to straddle the de- 
mand. They have attempted to be all things 
to all groups which has impaired their ef- 
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fectiveness for any particular group. This 
appears to be the chief weakness of this 
text. 


RICHARD D. RosBERTS 
University of San Francisco 


MARKETING RESEARCH AND BuSINEsS MAn- 
AGEMENT, by Nugent Wedding, Editor. 
(Chicago: University of Illinois, 1952. Pp. 
111. No price given.) 


Four significant papers, published as 
“Marketing Research and Business Manage- 
ment,” were presented at the 1951 Market- 
ing Symposium sponsored by the Market- 
ing Division of the University of Illinois. 
While the theme of this symposium was 
“The March Toward the Development of 
Science in Marketing,” the papers delivered 
primarily dealt with marketing research and 
marketing research techniques. As an- 
nounced by the University of Illinois, the 
biennial symposium has a dual function: 
an opportunity for the mutual interchange 
of ideas on marketing problems between 
teachers and practitioners, and the presen- 
tation of the Paul D. Converse awards for 
recognition of outstanding contributions to 
the development of marketing theory and 
marketing science. The recipients of the 
award and their papers were as follows: 


Neil H. Borden, Progress toward a Sci- 
ence in Advertising. 

A. C. Nielsen, Sr., Evolution of Factual 
Techniques in Marketing Research. 
Daniel Starch, Measuring Human Be- 

havior in Marketing Processes. 
Paul W. Stewart, Research for Marketing 
Management. 


Since these papers are so diverse in scope, it 
will be necessary to review each separately. 

Paul W. Stewart, Research for Marketing 
Management. According to Mr. Stewart, the 
marketing field is in an accelerated state of 
flux. The individual is constantly changing 
his attitudes, his beliefs and his behavior, 
necessitating changes in the product. Again, 
the market is becoming increasingly com- 
plex because of new media, new outlets and 
scrambled merchandising methods. The 


days of trial-and-error judgment are practi- 
cally over; hence, the seller who operates in 
today’s market must have complete and ac- 
curate market data. To provide these data 
researchers have gone a long way both in 
the development of factual information as 
well as reliable and usable opinion data. 
However, a newer type of research is devel- 
oping, marketing management research, to 
fill the gap between fact finding and the in- 
terpretation and application of marketing 
data from the management point of view. 
To provide these data, research organiza- 
tions are staffing their firms with a balance 
between academically trained and practi- 
cally trained marketing men who are devel- 
oping the total grist for marketing manage- 
ment. 

A. C. Nielsen, Sr., Evolution of Factual 
Techniques in Marketing Research. Mr. 
Nielsen’s essay can be summarized very 
briefly. It is a factual accounting of how the 
A. C. Nielsen organization came into being, 
its slow growth through the depression years, 
and some of the difficulties faced in keeping 
this organization operating. The second part 
of his essay is a description of the services 
which his organization renders: the Nielsen 
Food Drug Index, the Nielsen Radio and 
TV Index, and the supplementary services 
which round out the information needed 
by sellers and advertisers using these serv- 
ices. 

Neil H. Borden, Progress Toward a Sci- 
ence in Advertising. Professor Borden first 
reviews the principal sources of data availa- 
ble to men engaged in marketing research. 
The major part of his essay centers around 
the difficulties in obtaining desired facts 
about the sales contribution of advertising 
in marketing programs. While it is theoreti- 
cally true that the impact of advertising can 
be measured by finding its effect on the mind 
as well as its effect on people’s spending, still 
it is virtually impossible to get a clear-cut 
measurement to determine the effectiveness 
in each case. As Mr. Borden points out, even 
if there are tests which measure mental state 
or behavior short of buying behavior, 
“There remains uncertainty as to whether 
and to what extent the measurements made 
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are related to ultimate buying behavior.” 
He closes with a plea to business men to 
make data more generally available, infor- 
mation which is buried in their files where 
hundreds of cases probably contain many of 
the answers sought by teachers and practi- 
tioners. While it is true that much of this 
data must remain secret since it has a direct 
bearing on a given company’s profit, yet 
Professor Borden feels more could be re- 
leased so that generalizations might be 
drawn for the benefit of others. 

Daniel Starch, Measuring Human Be- 
havior in Marketing Processes. To a large ex- 
tent marketing must deal with psychological 
factors as well as with socio-economic char- 
acteristics of consumers. A science of mar- 
keting then must present a scientific measure 
of man’s total behavior in satisfying his 
wants and needs. Measuring devices are 
much more difficult to construct than those 
used in the exact sciences. For instance, a 
psychological unit must be set up in terms 
of discrimination, degrees of satisfaction, or 
degrees of difficulty of achievement. There- 
fore, each unit must be calibrated in such a 
way that they are essentially equal and can 
only be computed after long experimenta- 
tion in determining and interpreting them. 
Mr. Starch demonstrates by showing how to 
measure the sales impact of advertisements 
taking into consideration two fundamentals: 
readership and activation. Based upon 
thousands of interviews, Mr. Starch has de- 
veloped a measure of product acceptance 
which contains three ingredients: knowl- 
edge of the product, opinion as to its merit, 
and willingness to buy. The essential con- 
cept of this method is the spread or differen- 
tial in purchase or acceptance of a product 
between those who had perceived and 
those who had not perceived the advertise- 
ment concerned. 

Space does not permit an explanation of 
Mr. Starch’s technique; suffice it to say that 
when used it has indicated substantial differ- 
ences between strong and weak advertising 
campaigns for the same product. As such, it 
gives management an excellent instrument 
for analyzing past performance and for fu- 
ture guidance. 


Mr. Starch thinks that we have made tre- 
mendous growth in the field of marketing 
research but still must recognize resistance 
from two sources—“the fear of being dis- 
turbed in the vested status quo, and a mis- 
understanding as to the true function of re- 
search.” 

These four essays should be read by every 
operating official and teacher in the market- 
ing industry who wishes to broaden his hori- 
zon. They show that substantial progress is 
being made in one segment of the marketing 
industry, that research as a tool is becoming 
a scientific reality, and some of the major 
problems which must be resolved in the fu- 
ture. Again, if the management of every 
marketing organization were research- 
minded, we could undoubtedly improve the 
efficacy of our marketing system. To quote 
Mr. Stewart’s challenge: “Marketing effi- 
ciency of the nation is nothing more than 
the sum total of the efficiencies of all the 
firms constituting our business economy.” 

Leo T. SIMMONS 
St. Louis University 


BRIEFLY NOTED 
By Cuar.es J. DIRKSEN 


WEsLEY CLaiR MITCHELL, THE ECONOMIC 
ScIENTIsT, edited by Arthur F. Burns. 
(New York: National Bureau of Economic 
Research, 1952. Pp. 385. $4.00.) 

This volume is addressed not only to Wes- 
ley Mitchell’s many friends, but also and 
primarily to the wide public interested in 
the cross-currents of recent economic 
thought and the part played by Mitchell, 
along with others, in the building of a sci- 
ence of economics. 

It includes a sketch of Dr. Mitchell’s life 
by his wife, two autobiographical letters, 
three essays by outstanding economists dur- 
ing Dr. Mitchell’s lifetime, besides a larger 
number written after his death. Most of the 
essays are short and while none, taken by it- 
self, contains a full appraisal, the essays 
taken together should help the reader to 
reach a just and balanced appreciation of 
one of the outstanding personalities and sci- 
entists of our times. 
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BIBLIOGRAPHY ON INCOME & WEALTH, VOL. 
I, 1937-1947, edited by Daniel Creamer. 
(Cambridge: Bowes & Bowes, 1952. Pp. 
184. 63s. net.) 


The first volume of the series of bibliogra- 
phies on national income and wealth, spon- 
sored by the International Association for 
Research in Income and Wealth, covers the 
eleven-year period when research in these 
fields was most active and fruitful. 

It has been edited by Dr. Daniel Creamer 
of the National Bureau of Economic Re- 
search, New York, on the basis of reports 
from national income scholars in thirty-five 
different countries and from the United Na- 


- tions Statistical Office. 


Each correspondent was invited to submit 
an exhaustive list, with annotations, of his 
own country’s publications in the field of na- 
tional income and wealth, social account- 
ing and its use in national budgeting, inter- 
national comparisons of and aggregations of 
national income and wealth, problems of 
statistical methodology connected therewith 
and related matters. 

The final compilation contains over 1,500 
classified and annotated entries. It is thor- 
oughly cross-referenced and contains a sub- 
ject index, an author index, and a geographi- 
cal index. 


COMPENSATION AND INCENTIVES FOR INDUs- 
TRIAL EXECUTIVES, by Robert B. Fetter and 
Donald C. Johnson. (Bloomington: Indi- 
ana University Press, 1952. Pp. 208. $5.00.) 


In the nineteenth and early twentieth cen- 
turies, enterprising executives could accu- 
mulate large personal fortunes out of the 
profits derived from successful business ac- 
tivities. Because of the high personal income 
taxes which exist today, it is virtually im- 
possible for such individuals to realize sub- 
stantial private gains as in the days of Van- 
derbilt and Rockefeller. 

How will executives be compensated to- 
day so that they will exert their best produc- 
tive efforts? While this question is difficult to 
answer, this very interesting study presents 
important data which will help provide sat- 


isfactory yardsticks for the use of corpora- 
tion officers. 


SAMPLING INSPECTION BY VARIABLES, by Al- 
bert H. Bowker and Henry P. Goode. 
(New York: McGraw-Hill Book Com- 
pany, 1952. Pp. 216. $5.00) 

This book presents a comprehensive set of 
sampling plans for use when inspection of 
the item is by variables and when the lot is 
to be evaluated in terms of its percentage 
defective. These plans can be used by indus- 
trial and business concerns for acceptance 
sampling inspection of purchased products, 
parts, and raw materials; for sampling in- 
spection of goods in process within a con- 
cern; and for sampling inspection of out- 
going products. 

Plans are presented for use when the 
standard deviation of the product is not 
known, plans for use when it is known, pro- 
cedures for use with two-sided specification 
limits, and a scheme utilizing both variables 
and attribute plans. Both single-sampling 
and double-sampling plans are included, 
and detailed instructions are given for select- 
ing, installing, and operating the plans. Il- 
lustrative examples of uses are included. 
The appendix describes practical comput- 
ing techniques and graphical methods of ap- 
plying the acceptance criteria which mini- 
mize the routine calculations required. 

The general principles of sampling in- 
spection by variables, the general properties 
of the plans, the construction of sampling 
plans and standard procedure, and the 
mathematics of sampling inspection by vari- 
ables are covered by the more theoretical 
chapters of the book. 


ADVERTISING TERMINOLOGY, by H. Victor 
Grohmann. (New York: Needham & 
Grohmann, Inc., 1952. Pp. 86. $1.00.) 


The advertising fraternity, adept at coin- 
ing words and phrases that sell, has also sur- 
rounded itself with a colorful work-a-day 
language and increasingly authors of books 
in the ad field have appended glossaries to 
clarify the terminology. 

Advertising terminology is the first vol- 
ume devoted entirely to definitions of words 
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and phrases most commonly used in adver- 
tising and allied fields. 

Beginning at “abstraction” ard working 
his way to “zoom”, Mr. Grohmann gives 
original definitions for more than 600 most 
frequently used terms in advertising and re- 
lated fields, and classifies them under five 
main headings for quick reference. 

To make matters simpler for the defini- 
tion hunter, all words and phrases are in- 
dexed alphabetically in the rear of the book. 
The volume also contains a list of “Associa- 
tions in the Advertising Field” and a set of 
proofreader’s marks. 

Although the book is one of the most com- 
plete compilation of advertising terms pub- 
lished, it does not include definitions of a 
strictly technical nature, nor of slang expres- 
sions. 


CoLor IN BusINEss SCIENCE AND INDUSTRY, by 
Deane B. Judd. (New York: John Wiley & 
Sons, Inc., 1952. Pp. 401. $6.50.) 


In this book, the author explains the difh- 
cult subject of the psychophysics of color in 
practical terms—in terms of the purchase, 
production, and sale of commodities whose 
color has an important bearing on their use- 
fulness and price. 

Among the important questions Dr. Judd 
answers are these: 


When to use a spectrophotometer, when to 
use a photoelectric colorimeter, and when 
to use both. 

What the G.E. recording spectrometer and 
the Beckman spectrometer will and will 
not do. 

What has fundamental tristimulus color- 
imetry to do with color television? 

What is the practical value of the Munsell 
and Ostwald color systems? 

How can the spectrophotometer be used to 
determine the identities and amounts of 
the pigments and eyes in a colorant lager? 

How can a purchaser make sure the deliv- 
ered goods have the desired color? 


While these are just a few of the many 
questions answered in the volume, they do 
indicate the comprehensiveness and impor- 
tance of the book for marketing men. 


FEDERAL GRANTS AND THE BusINEss CYCLE, 
by James A. Maxwell. (New York: Na- 
tional Bureau of Economic Research, Inc., 
1952. Pp. 122. $2.00.) 


The author discusses proposals for im- 
proving the grants-in-aid program as well as 
difficulties and objections. He suggests the 
part federal grants could play in sustaining 
the economy during depressions. 

Construction, a big stimulus to business 
and employment, has not varied sufficiently 
in recent years to act as a balancer. As state 
and local construction have been the worst 
laggards, Dr. Maxwell indicates that prop- 
erly timed federal grants-in-aid might help 
the economy to make a better showing in 
the future. 

Defects of the program are illustrated by 
the enormous differences in standards and 
practices within and among states in provid- 
ing old age assistance. In December 1948, 
for example, the number of recipients 
ranged from 791 per 1000 of the population 
sixty-five years of age and older in Louisiana 
to 58 in Delaware. 

This study is a byproduct of a plan de- 
veloped in 1947 by the Conference on Re- 
search in Fiscal Policy for a study of federal- 
state fiscal relations in the United States. 


OPERATING RESULTS OF DEPARTMENT AND 
SPECIALTY STORES IN 1951, by Malcolm P. 
McNair. (Boston: Graduate School of 
Business Administration, Harvard Uni- 
versity, Division of Research, 1951. Pp. 66. 
$5.00.) 

This bulletin presents the 32nd annual re- 
port of the Harvard study of department 
store margins, expenses, and profits. 

In this report the summary of 1951 re- 
sults and current trends appears as usual 
in Section I, while Section II, is given over 
to the comprehensive tables setting forth de- 
tailed figures for all the volume groups of 
department stores and specialty stores. Sec- 
tion IV, offers several special analyses, in- 
cluding comparisons relating to branch 
stores, to Lifo, to Federal Reserve Districts, 
and to spring and fall seasons. 
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Special attention is diverted to Section 
III, “Some Improved Approaches to Ex- 
pense Control.” This section takes cogniz- 
ance of those important current develop- 
ments in department store expense account- 
ing which cluster around the concept of 
“Productivity,” and points the way to sig- 
nificantly better tools of expense control. 


DESIGN AND CONTROL OF BusINEss Forms, by 
Frank M. Knox. (New York: McGraw- 
Hill Book Company, Inc., 1952. Pp. 219. 
$6.50.) 

This book spotlights the business form as 
a primary controlling factor in clerical ex- 
pense and shows how to plan, procure, and 
control forms that will promote efficiency 
and economy in business operations. 

It is a practical treatment both for the ex- 
ecutive interested in improving forms as 
tools in business and for the person con- 
cerned with the technical steps o designing 
and purchasing them. 

The author gives the ree of plan- 
ning and specification that lead to greatest 
efficiency in the printing of forms, and offers 
guidance in purchasing them. 

Examples of actual improved forms are 
given, and a description is included of the 
Functional Index, a method developed by 
the author for analyzing and classifying 
forms in order to build a permanent and ef- 
fective foundation for control. 


Wuat's AHEAD FOR AMERICAN BUSINESS, by 
Sumner H. Slichter. (Boston: Little, 
Brown and Company, 1951. Pp. 216. 
$2.75.) 

In this book, the author analyzes the 
changes which have taken place in Ameri- 
can industry, management, and labor since 
1goo and examines in detail the defense 
economy to which we are now committed. 

He projects an answer to the question of 
whether the power of the government over 
business will be permanently increased by 
this defense economy and gives us the long 
view of trends and developments in the 
years ahead. 

His argument is predicated on the belief 


that our contest with Sov’ t Russia is pri- 
marily a contest of production. Events may 
plunge us into total mobilization, but short 
of that emergency, Dr. Slichter believes we 
can build up our defenses and, at the same 
time, maintain a dynamic economy. 


POPULATION AND ITs DIsTRIBUTION, Seventh 
Edition, by J. Walter Thompson Com- 
pany. (New York: McGraw-Hill Book 
Company, Inc., 1951. Pp. 428. $15.00.) 


This is the Seventh Edition of Population 
and Its Distribution which was first issued 
in 1912 based on the census figures of 1910. 

This edition is based on the census figures 
of 1950 and contains a number of new help- 
ful features which were not in the prior edi- 
tions. 

For instance, markets are no longer 
thought of in terms of city size alone, but are 
considered in terms of the central city and 
surrounding territory dominated by it. In 
keeping with this change in concept, the 
J. Walter Thompson Company presents for 
the first time, 162 Metropolitan Markets 
and 436 Smaller Urban Markets. These 
markets account for 70.2 per cent of the 
population and 77.8 per cent of the nation’s 
total retail sales. 

Retail sales are also presented for the first 
time by seven kinds of business for every 
county and for every place over 2,500. This 
information will aid sales and marketing ex- 
ecutives in setting up their respective sales 
territories and quotas. 

The alphabetical list of places has been 
revised to include all incorporated and un- 
incorporated places over 1,000 population. 
A large colored working map showing the 
different classes of markets and their loca- 
tions is included for the first time. 

The tables are presented in such concise 
form that the edition should prove to be an 
indispensable marketing tool to all market- 
ing men. It measures up in every way to the 
high standard which the J. Walter Thomp- 
son Company have set for their prior edi- 
tions. The new features mentioned above, 
will facilitate the use of this valuable tool. 
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MINUTES OF THE BUSINESS MEETING 
June 18, 1952—Netherland Plaza Hotel, 
Cincinnati 


The meeting was called to order at 3:35 
p-m. on June 18, 1952, by the President, 
George H. Brown. The treasurer, Donald E. 
West, presented the Secretary’s Report in the 
absence of Mr. Ira *). Anderson, Secretary. 


Secretary’s Report 


He reported that individual membership 
as of May 31, 1952, totaled 4218 compared 
with 3759 at the same time last year. This 
showed a net gain of 459 members as com- 
pared with only 2 for last year when the As- 
sociation felt the Korean war situation most 
keenly. Of the 4218 members, 614 are asso- 
ciate members, and 3604 on the regular 
basis. 


Mr. West also reported that as of May 31, 
1952, the Association had a total of 53 sus- 
taining members of which 2 are advertising 
agencies, 12 are market research and man- 
agement consulting firms, 11 are manufac- 
turers of consumer goods, 8 are manufac- 
turers of industrial goods, 13 are in the pub- 
lishing and radio field, and 7 are either 
wholesalers or retailers. 


The Association has 33 active chapters. 
It has added three new chapters during the 
year, Connecticut, Miami, and Buffalo. 
Three chapters became inactive—Southwest, 
Oklahoma, and Dixie. The two latter chap- 
ters are academic and did not have the busi- 
ness men to help them survive. The South- 
west Chapter draws members from such a 
widespread area—Wichita, Topeka and Law- 
rence, and thus operates under a handicap 
so far as meeting attendance is concerned. 


The Association now sponsors eighty-one 
active Student Marketing Clubs at univer- 
sities throughout the country. Newly added 
Clubs are at La Salle College, Philadelphia; 
St. Peter’s College, Jersey City, New Jersey; 
University of Georgia, Atlanta Division. 
Two Clubs became inactive during the year 
—The Ohio State University and the Univer- 
sity of Wisconsin, Milwaukee Division. 


Treasurer's Report 


Mr. Donald E. West said that he was 
happy to report that total income had ex- 
ceeded budget even at the end of May. Also, 
there was no indication that expenses would 
exceed budget so that the year was ending 
in good financial shape. He expected to be 
able to report a surplus of between $7,000 
and $8,000 in the final report after June 
goth. 

Mr. West also reported that the subsidy 
to THE JOURNAL OF MARKETING had been only 
$3,300 for the year rather than the usual 
$6,000. This was due to an increase in rev- 
enue from promotion of advertising and 
JOURNAL sales as well as careful supervision 
of expenditures and a reduction in printing 
costs by a change in printers. All this has 
been brought about by the business man- 
ager, Mr. Thomas J. McGann, who, fortu- 
nately, will continue in that capacity for an- 
other year. 


Journal of Marketing 


Mr. McGann then told the members 
about his plans for increased advertising 
sales, promotion of subscriptions and single 
copy sales, as well as a reduction in operat- 
ing costs for the new fiscal year. His hope is 
to make THE JOURNAL OF MARKETING a self- 
sustaining enterprise. 
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Mr. E. R. Hawkins, Editor-in-Chief of 
THE JOURNAL OF MARKETING, spoke about the 
editorial aspects of the publication. He 
stated that articles written by business men 
are now appearing in the JOURNAL and that 
the editors will welcome the submission of 
more manuscripts. 


Committees 


Mr. Brown then briefly reviewed the ac- 
tivities of committees. 


Academic Appointments—This two-man 
committee headed by Samuel McMillan as- 
sisted by Nelson C. Shafer, Jr. made a mail- 
ing to 160 Deans and Department Heads to 
determine teaching openings. They also per- 
sonally interviewed applicants at the Boston 
Conference and arranged for Deans to meet 
with applicants on file. As of the date of 
their report (May, 1952), the committee had 
been notified of at least 36 positions open. 
Three had been filled and others were in 
process. 


Awards Committee—Victor H. Pelz, Chair- 
man. This committee plans and supervises 
the Awards Program each year. Chairman 
reports that a preliminary meeting of the 
Board of Judges was held on May 11, 1952, 
and of a total of 5:1 entries, thirty were 
screened out and 21 are being judged. A 
final meeting of the judges will be set for a 
fall date, and the winners will be announced 
in the fall with presentation of award certifi- 
cates at the December meeting at the Palmer 
House in Chicago. 


Census Advisory Committee—Headed by 
Henry O. Whiteside. The committee held a 
two-day meeting at the Bureau of the Census 
in October, 1951. This meeting was reported 
in detail in the Monthly News Bulletin. An- 
other meeting is planned for the latter part 
of July, 1952. Needless to say, this group, 
working in an ‘advisory capacity to the Bu- 
reau of the Census, has been partially re- 
sponsible for the type of information sup- 
plied by the Bureau. 


Chapter Activities Committee—This com- 
mittee, headed by Donald E. Megathlin, has 
taken on many chapter problems such as 
meeting attendance, programs, chapter ob- 
jectives, chapter committees, student mar- 
keting clubs in chapter area, chapter news- 
letters, etc. With the help of Vice-President 
Thomas G. MacGowan, the committee is 
happy to announce that the first edition of 
the Chapter Operations Manual has been 
distributed to chapter representatives who 
attended the Cincinnati Conference. 


Distribution Costs Committee—Chair- 
man, Richard M. Clewett reports that the 
principal achievement of the committee has 
been to bring greater attention to the prob- 
lem of distribution costs through publica- 
tions. A paper on marketing costs was pub- 
lished in Business Week, material presented 
by O. E. Burley will be included in a forth- 
coming publication on retail drug store 
costs, and Charles W. Smith has delivered 
his Boston talk to four different chapters 
and will have an article along the same lines 


in Sales Management during the summer. 


International Marketing Committee—Mr. 
Ovid Riso, Chairman. This committee is 
working actively with the Committee of 
Counselors of the National Management 
Council on the organization and develop- 
ment of its program to send a marketing 
team to Europe. The purpose of the pro- 
gram is to give European industrial and 
commercial organizations the benefit of 
American experience in marketing. 


Market Research Techniques Committee 
—Dr. Hans Zeisel, Chairman. Work is pro- 
gressing on the book “Frontiers of Market 
Research.” No publication date has been 
set, but the committee is at work. 


Membership Committee—Dr. Warren W. 
Leigh, Chairman. This committee has staged 
an aggressive campaign among the chapters 
and non-chapter areas for new members. 
New promotional material has been devel- 
oped and a contest was staged between chap- 
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ters. Awards for best performance were given 
to the Montreal and Indiana chapters. It is 
a little too early to estimate fuli results of 
the campaign. 


National Advisory Committee on Con- 
ferences—D. Maynard Phelps, Chairman. 
One important project of this committee 
was a survey of the AMA membership to get 
members’ opinions regarding conferences. 
This was conducted under the supervision 
of William F. O’Dell, vice-chairman of the 
committee and vice-president for the 1952- 
53 fiscal year. Most members preferred one 
meeting a year except in those years when 
joint conferences with the Allied Social Sci- 
ence Group are scheduled. The Committee 
will consider the preferences of the member- 
ship in their future plans for conferences. 


Public Policy Committee—Everett R. 
Smith, Chairman. The committee has pre- 
pared a questionnaire on Fair Trade regu- 
lation, but is holding it up pending action 
by the senate on the bill. 


Research Advisory Committee—Gordon 
A. Hughes, Chairman. The sub-committee 
on Techniques for Housing Market Re- 
search Analysis held one meeting in Wash- 
ington. An agreement was reached that its 
activities should be confined to: 


1. Assisting the Housing and Home Finance Agency 
in helping to make the existing program of hous- 
ing statistics better known to the potential users 
of this information, and to assist them in the 
formulation of a program designed to help them 
toward more intensive and intelligent use. 

2. Developing a program for the integration and in- 
terpretation of housing statistics to the suppliers 
of the construction industry toward the develop- 
ment of potentials, sales, promotion programs, etc. 

§- Reviewing existing and future studies, observing 
and reporting upon their technical acceptance and 
advising relative to their projection beyond the 
specific locality for which the work was done. 


Research in Marketing Problems Com- 
mittee—Robert F. Elrick, Chairman. The 
committee has outlined several marketing 
problem areas and has appointed sub-com- 
mittees to work on them. The areas covered 


are 1) Competitive marketing activities, 2) 
New product possibilities, 3) New product 
development, 4) Package development, 5) 
Forecasting sales, 6) Sales quota and alloca- 
tion development, 7) Designing sales terri- 
tories, 8) Reducing sales operating costs, 9) 
Selecting sales channels, 10) Designing sales 
compensation plans, 11) Developing sales 
training programs, 12) Evaluating customer 
and dealer promotions, 13) Selecting adver- 
tising media. 


Special Projects Committee—William C. 
Gordon, Jr., Chairman. This committee is 
supervising the negotiations for publication 
of the book “Marketing in Canada.” Nego- 
tiations are still in progress. 


Standards Committee—Dr. Lawrence C. 
Lockley, Chairman. This committee has de- 
veloped expulsion machinery involving an 
agreement for fair business practices to be 
signed by applicants for membership in the 
Association. Procedures for implementation 
of the code were also advanced. The Board 
of Directors has made some suggestions for 
revision, but approved in principle. The 
committee is moving slowly in this impor- 
tant project. 


Student Marketing Clubs Committee— 
J. D. Butterworth, Chairman. The commit- 
tee has asked for and obtained permission 
to carry out the following plans for the year 
1952-3. 1) Assess each member of AMA spon- 
sored student marketing clubs 25¢ to enable 
wider distribution of the Student Marketing 
Club Newsletter and membership cards, 2) 
To present their plan for awards to clubs, 
and to club members for outstanding per- 
formance, to the national awards committee. 


Teaching of Marketing Committee—Ken- 
neth Dameron, Chairman. In developing 
the sub-committee programs, special effort 
was made to encourage serious discussion of 
developments in and trends within the vari- 
ous areas rather than repetitive discussions 
of teaching methods and problems. Teach- 
ers’ programs are planned for the confer- 
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ences by this committee. Sub-committees 
work on independent projects. 

A motion was made from the floor that the 
Committee responsible for the very success- 
ful Cincinnati Conference be given a vote 
of thanks. Mr. Brown assured the members 
that a resolution had been presented offi- 
cially at the banquet meeting, but that the 
committee could not be thanked enough. He 
accepted the suggestion. 

Several questions were then directed from 
the floor concerning THE JOURNAL OF MAR- 
KETING and the Sustaining Membership Pro- 
gram. Mr. Brown told members that each 
of their suggestions were being taken care 
of and results would appear later. 

The meeting was then turned over to Mr. 
Hughes who spoke briefly expressing his ap- 
preciation for the past administration and 
outlining the aims of the current administra- 
tion. These consisted of expansion of activi- 
ties of the sustaining membership program, 
and further development of the programs 
already in effect. 

The meeting was adjourned at 4:40 p.m. 


1952 MID-YEAR CONFERENCE 
Held in Cincinnati 


CONFERENCE PROGRAM 


There were about 500 members attending 
the Association’s goth Bi-Annual Confer- 
ence at Cincinnati. The Cincinnati Chap- 
ter gave them a warm welcome and the pro- 
gram, which appears below, was enjoyed by 
all. 


Monpay, JUNE 16—OPENING LUNCHEON 
Chairman: Ben L. Schapker 
General Conference Chairman — 
Speaker—Dr. Kenneth McFarland, Educational Con- 


sultant, General Motors Corp., Topeka, Kansas, 
“Fathoming the Fifties” 


Afternoon General Session 
Chairman: Dr. D. Maynard Phelps 
University of Michigan 
Speakers 
Wilson Wright, Manager, Economic Research De- 


partment, Procter & Gamble Co., Cincinnati, Ohio, 
“Business Outlook for the Remaining Fifties” 
Louis H. Bean, Assistant to the Secretary of Agri- 
culture, Washington, D. C., “The Industrial-Agri- 
culture Balance for the 1950's” 


Concurrent Sessions—The Outlook for: 


CONSUMER DURABLES 


Chairman: Dr. Warren W. Leigh 
University of Akron 


Speakers 

William W. Grant, Manager of Marketing Research, 
Electric Appliance Div., Westinghouse Elec. Corp., 
Mansfield, Ohio 

John R. Malone, Manager, Sales Research and Devel- 
opment, Owens-Corning Fiberglas Corp., Toledo, 
Ohio 

F. A. Filie, Manager of Market and Sales Research, 
Ford Motor Company, Dearborn, Michigan 


CONSUMER NON-DURABLES 


Chairman: Dr. Kenneth Wilson 
Michigan State College 


Speakers 

A. W. Zelomek, President, International Statistical 
Bureau, Inc., New York, N. Y. 

S. Teitelman, Manager, Marketing Research Dept., 
Armour Co., Chicago, Illinois 

R. H. Collacott, Chief of the Marketing Research 
Staff, The Standard Oil Company (Ohio), Cleve- 
land, Ohio 


INDUSTRIAL GOODS 


Chairman: Dr. Milan R. Karas 
University of Cincinnati 


Speakers 

Charles R. Brown, Manager, Marketing Research 
Section, Apparatus Sales Division, General Elec- 
tric Company, Schenectady, N. Y. 

J. F. Fitzsimmons, Manager, Commercial Research 
Department, Allis-Chalmers Mfg. Co., Milwaukee, 
Wis. 

Bay E. Eestes, Jr., Director of Commercial Research, 
United States Steel Company, Pittsburgh, Pa. 


Chapter Presidents’ Dinner 


TUESDAY, JUNE 17—MoRNING GENERAL SES- 
SION 


Chairman: Dr. Clarence H. McGregor 
University of North Carolina 


Speaker: Dr. Roy V. Pee], Director, Bureau of the 
Census, Washington, D. C., “Demographic 
Changes for the Fiftis” 

Concurrent Sessions—Market Research Techniques 
for: 
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CONSUMER DURABLES 


Chairman: Dr. Donald R. G. Cowan 
University of Michigan 
Speakers 

A. C. MacGowan, Manager, Business Research Dept. 
Carrier Corp., Syracuse, N. Y., “Techniques in 
Sales Forecasting” 

Dr. Donald R. Longman, Executive Director, Busi- 
ness Information Division, Dun & Bradstreet, Inc., 
New York, N. Y., “Practical Distribution Cost 
Analysis” 

F. W. Mansfield, Director of Sales Research, Sylvania 
Electric Products, Inc., New York, N. Y., “Deter- 
mination of Market Potentials and Quotas” 


CONSUMER NON-DURABLES 


Chairman: Dr. Robert B. Miner 
Ohio State University 


Speakers 

Robert F. Elrick, President, Elrick, Lavidge & Com- 
pany, Chicago, Illinois, “Fitting the Package to 
the Marketing Problem” 

John C. Hanson, Manager, Statistical Studies Dept., 
Eli Lilly & Co., Indianapolis, Indiana, “Techniques 
in Sales Forecasting” 

E. B. Foskett, Managing Director, Customer Audit 
Bureau, Inc., New York, N. Y., “Techniques in 
Measuring Consumer Preferences” 


INDUSTRIAL GOODS 


Chairman: Dr. Ross M. Cunningham 
Mass. Institute of Technology 


Speakers 

Richard C. Christian, Senior Associate, The Mar- 
steller Co., Chicago, Illinois, “It Pays to Know 
Your Competitors” 

G. H. Lester, Manager, Market Planning-Industrial 
Products, Westinghouse Elec. Corp., East Pitts- 
burgh, Pa., “Annual Customer Surveys as a Basis 
For Sales Planning” 

Donald E. Gates, Director of Market Research, 
Dodge Mfg. Corp., Mishawaka, Indiana, “Fore- 
casting Sales of Industrial Products” 


Afternoon General Session 
Chairman: Dr. Reavis Cox 
University of Pa. 


Speaker—W. Duane Evans, Chief, Div. of Interin- 
dustry Economics, Bureau of Labor Statistics, 
Washington, D. C., “Application of Input-Output 
Methods to Market Research” 

Concurrent Sessions—Advertising of: 

CONSUMER GOODS 

Chairman: Dr. Charles H. Sandage 
University of Illinois 
Speakers 
Edward D. Madden, Vice President, Television Op- 


erations and Sales, National Broadcasting Com- 
pany, New York, N. Y., “Television and the Cur- 
rent Revolution in Advertising” 

Robert E. Dunville, President, Crosley Broadcasting 
Corp., Cincinnati, Ohio, “Radio—Today and To- 
morrow” 

Richard D. Crisp, Director of Marketing Research, 
Tatham-Laird, Inc., Chicago, Ill., “A Case Study in 
Copy Research” 


INDUSTRIAL GOODS 


Chairman: Vance Chamberlin 
Fenn College, Cleveland, Ohio 


Speakers 
William M. Buttriss, Director of Advertising and 
Sales Promotion, Tinnerman Products, Inc., Cleve- 
land, Ohio, “Case History of 1951 Winner of Top 
Putman Award” 
Paul C. Hurley, Jr., Manager Sales Promotion Dept., 
Pennsylvania Salt Mfg. Co., Philadelphia, Pa., 


“General Business Magazines or Specific Trade 
Papers?” 


Cocktail Hour and Banquet 


Chairman: Donald L. Miller 
President, Cincinnati Chapter AMA 
Speaker—Dr. V. Lawrence Parsegian, Director, Di- 
vision of Technical Advisors, Atomic Energy Com- 
mission, New York, N. Y., “Future Applications of 
Atomic Energy in the Civilian Economy” 


WEDNESDAY, JUNE 18—MOoRNING 
GENERAL SESSION 


Chairman: Dr. Schuyler F. Otteson 
Indiana University 


Speaker—Dr. Joseph E. Bachelder, Assoc. Professor 
in Communications, University of Illinois, Ur- 
bana, Ill., “How Election Forecasters Expect to 
Avoid the 1948 Errors” 


Round Table Discussion—“Meet the Ex- 
perts” 
Chairman: John T. Anderson 


Manager, Commercial Research Dept., 
Armco Steel Corp., Middletown, Ohio 


Table Subjects 
. Problems in Retailing 
Problems in Industrial Marketing 
Measuring Advertising Effectiveness 
Distribution Cost Analysis 
Determining Sales Potentials and Quotas 
Marketing Aids Available from Railroads 
Problems in Field Research 
Consumer Panels 
Price Stabilization Problems 
Problems in Sampling 


SE 


2 
? 
ihe F 
Ny 
q 
| 
| 
1 


230 


THE JOURNAL OF MARKETING 


11. Media Selection—Consumer & Industrial 

12. Sales Forecasting 

13. Selection and Training of Marketing Personnel; 
Compensation of Salesmen 

14. Store Panels 

15. Advertising Media as Sources of Marketing In- 
formation 


Luncheon 


Chairman: Dr. George H. Brown 
President, American Marketing Association 


Speaker—Fred Lazarus Jr., President, Federated De- 
partment Stores, Inc., Cincinnati, Ohio, “Retail- 


ing” 


Business Meeting 


Chairman: Dr. George H. Brown 
President, American Marketing Association 


The Association welcomes the following 
new members who were accepted during the 
period from May 1, 1952, through July 15, 
1952. 


Adams, Felix T. S. 

Ford Motor Company, 7 Mich. 
Anderson, James J. 

Crosley Broadcasting Corp., Cincinnati, Ohio 
Bacon, Elliot C. 

4245 Coronado Ave., San Diego, Calif. 
Bailey, Earl L. 

P. O. Box 231, University, Mississippi 
Baker, Newton D. 

Black, Sivalls & Bryson, Inc., Kansas City, Missouri 
Barron, Roy Allen 

Goodyear Tire & Rubber Co., Akron, Ohio 
Beller, Thomas E. 

8822 Koala Drive, Houston, Texas 
Bex, Frederick J., Jr. 

Carrier Corp., Syracuse, New York 
Bleistift, David 

91 Sherman Road, Woodmere, New York 
Blumberg, Aaron J. 

18295, Santa Rosa, Detroit, Mich. 
Bouma, John C. 

U. S. Dept. of Agriculture, Washington, D.C. 
Boyd, Mrs. Genevieve 

Foote, Cone & Belding, Chicago, Illinois 
Brenner, Otis L. 

Southern Bell Tel. & Tel. Co., Atlanta, Ga. 
Burke, David Henry 

8g1 18th Street, S. E., Cedar Rapids, lowa 
Burman, Ashok Ghand 

Dabur Dr (S. K. Burman) Ltd., Calcutta, India 
Butt, W. E. 


Interwoven Stocking Co., New Brunswick, N. J. 


Camandona, Harold B. 
9217 12th Avenue, N.E., Seattle, Wash. 


Cummings, Robert Lee 

5928 Telegraph Avenue, Oakland, Calif. 
Dash, Donald R. 

Sunroc Company, Philadelphia, Pa. 
Demme, William C. 

Wilkening Mfg. Co., Philadelphia, Pa. 
Duerr, Edward J. 

Philco Corp., Philadelphia, Pa. 
Dunning, Warren H., II 

P. R. Mallory & Co., Inc., Indianapolis, Indiana 
Ehlers, C. W. 

Hoosier Courts, Bloomington, Indiana 
Erickson, Leo G. 

Macalaster College, St. Paul, Minn. 
Farrar, Frederic B. 

O’Mara & Ormsbee, Inc., New York, N. Y. 
Fieger, A. Gary 

125 E. 18th Street, Brooklyn, N. Y. 
First, Robert S. 

Westvaco Chemical Division, New York, N. Y. 
Fitzgerald, Herbert E. 


Hickok Manufacturing Co., Inc., Rochester, New 
York 


Franklin, Harold L. 
1852 Oakland Avenue, Wantagh, N. Y. 
Franzmann, Carl A. 
The Port & New York Authority, New York, New 
York 
Freund, Ernst 
1721 Pine Street, Philadelphia, Pa 
Gepfert, Alan H. 
3525 Washington Blvd., Cleveland Heights, Ohio 
Gilbreath, Miss Ruth 
3201 Jackson Street, Amarillo, Texas 
Gould, H. F. 
Gould-Murray, Ltd., Kitchener, Ont., Can. 
Graham, Hugh H. 
Hugh H. Graham & Associates, Inc., New Britain, 
Conn. 
Griffin, M. Louise 
1g0 N. Humphrey Avenue, Oak Park, Ill. 
Haenisch, Ralph T. 
4420 Campbell, Kansas City, Missouri 
Hamilton, Richard H. 
C&H Sugar Refining Corp., Ltd., San Francisco, 
Calif. 
Hart, William A., Jr. 
Batten, Barton, Durstine & Osborn, Buffalo, New 
York 
Heckert, Robert W. 
10050 Orangelawn, Detroit, Michigan 
Henry, J. P. 
Ampco Metal, Inc., Milwaukee, Wis. 
Herzog, Herta 
McCann-Erickson, Inc., New York, N. Y. 
Hysen, Murray 
1138 St. Marks Avenue, Brooklyn, N. Y. 
Jaeger, Wilbur F. 
125 A Park View Apts., Collingswood, N. J. 
Jerrett, Robert, Jr. 
McKinsey & Company, New York, N. Y. 


Gant 
J 
J 
K 
- 
é 
7 
P 
ig 
P 
P 
R 
a 
- 


A.M.A. NOTES 


231 


Johnston, Bob A. 
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THE JOURNAL OF Marketing 


has the following PUBLICATIONS IN STOCK 
Covering the Subject of 


Sampling in Market Research 


These are priced at $1 per copy, including postage 


A Comparison of Sampling Methods 

by George H. Brown 

Some Criteria for Judging the Quality of Surveys 
by W. Edwards Deming 


Year 


1947 


1947 


Commercial Surveys as an Aid in the Determination of Public Policy 


by Samuel P. Hayes Jr. 


Dependable Samples for Market Surveys 
by Morris H. Hansen and William N. Hurwitz 


by H. M. Beville Jr. 


Some Practical Applications of Precision Sampling 
by Russell H. Colley 


The Commercial Use of Probability Samples 
by Warren N. Cordell 


A Sample to Estimate Tire Inventories 
by Lester R. Frankel 


Selecting Sampling Methods in Commercial Research 
by Peter G. Peterson and William F. O’Dell 


A Pitfall in Cluster Samples 
by Frank J. Chokel and Stanley L. Payne 


Sequential Analysis in Marketing Sampling 
by Armand P. Ruderman 


1948 


1950 


Surveying Radio Listeners by Use of a Probability Sample 


1950 


1950 


1950 


1950 


1950 


1951 


1951 


XIV 


XIV 


XV 


XV 


XV 
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Address all orders to: 


AMERICAN MARKETING ASSOCIATION 


Chicago 15, Illinois 
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Salesmanship 


HELPING PROSPECTS BUY 


COMMENT BY A NOTED 
SALES AUTHORITY 


“You will find in this text a 
sound, thorough ——— of 
what it takes to be a success in 
one of the most rewarding of 
professions financially and spirit- 
ually. The need for a book such 
as this has been great and Profes- 
sor Kirkpatrick has materially 
helped to fill that need.” 


By Dr. C. A. KiRKPATRICK 


School of Business Administration 
University of North Carolina 


This new book develops salesmanship as a profes- 
sion. It is aggressive and dynamic, but it trains for 
selling that will create permanent satisfaction 
and repeat business. Here you will find salesman- 
ship in its most modern and most enlightened 
form with emphasis on service and intelligent 
help to the buyer. 

SALESMANSHIP is packed full of opinions from 
leading sales executives of prominent companies 
and quotations from their sales manuals. 


SOUTH-WESTERN PUBLISHING CO. 


(Specialists in Business and Economic Education) 


Cincinnati 2 New Rochelle, N. Y. 


Chicago 5 San Francisco 3 Dallas 2 


Recent issues of the Journal of Marketing 


Contain the following articles on 


FOREIGN TRADE 


Any issue may be purchased at $1 per copy 


Kindly enclose remittance with order 


Foreign Trade by Air 
by Grace Beckett 


Mass Merchandising in Latin America: Sears, Roebuck & Co. 


by William F. Brown 


The Folk Economy of Rural Mexico with Special Reference to Marketing 


by George M. Foster 


New British Law on Monopoly 
by J. A. Howard 


Vol. No 
XII 4 
XII 
XI 2 
XIV 4 


Address orders to 
AMERICAN MARKETING ASSOCIATION 


1525 East 53rd Street 


Chicago 15, Illinois 
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Nationally, regionally or locally, Sell- 
ing Research is completely equipped to 
pin-point store audit answers—quickly 
and economically. 

More and more top research directors 
have come to select Selling Research 


OPERATION: PIN-POINT! 


when it comes to providing the right 
answers on the movement of mer- 
chandise over the retail counter. 


Store Audit Panels are available in the food, drug, 
toiletry, confectionery, liquor and appliance 
fields. 


Please mention the JOURNAL OF MARKETING in writing advertisers 
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Announcing 


ADVERTISING AGENCY PRACTICE 


by Irvin Graham, Head of The Irvin Graham Agency, N. Y. Author of “Advertising Campaigns.” 
Instructor in Advertising, City College of N. Y. 


Every teacher of advertising, agency executive, and advertising manager will find this book 
valuable—as a text, as a guidebook, or as a source of new ideas. Here is a detailed study of how 
American advertising agencies operate—how they are organized, what services they perform, 
how they handle the problems that arise from the complex requirements of modern advertis- 
ing. Based on a broad survey of agencies throughout the country, the book describes the typical 
procedures followed by large, medium and small agencies. It outlines the practices common 
among different agencies, and points out the variations in procedure to provide advertising men 
a valuable basis for comparison with their own methods. Coming October 15th. $4.50 


PICTOGRAPHS AND GRAPHS 
HOW TO MAKE AND USE THEM 
by Rudolf Modley and Dyno Lowenstein, Director, Pictograph Corporation 


A complete, up-to-date guide to this increasingly popular technique for presenting and drama- 
tizing statistics—in business, government, schools, movies and television. Covers theory of picto- 
graphic treatment, selection of symbols, sources and uses of statistical material and its adapta- 


tion to a particular audience, the pictographers tools, and the preparation of the final art work. 
Illustrated. $4.00 


At your bookstore or from 


ees; HARPER & BROTHERS 
49 E. 33rd St., New York 16, N. Y. 


AMERICAN ECONOMIC REVIEW 


Contents 
Volume XLII September, 1952 
A Theory of Excise Subsidies E. R. Rolph 
Some Comments on Stochastic Macro-Economic Models G. H. Fisher 
Production Functions and the Theory of International Trade Svend Laursen 
A Note on Multi-Country Trade G. S. Becker 
A Comparison of Production During the Depressions of 1873 and 1929 I. O. Scott, Jr. 
A Discontinuous Cost Function Hans Brems 


Reviews of Books, Titles of New Books, Periodicals, Notes 


The AMERICAN ECONOMIC REVIEW, a quarterly, is the official publication of the American 

momic Association and is sent to all members. The annual dues are $6.00. Address editorial com- 

munications to Dr. Bernard F. Haley, Editor, AMERICAN ECONOMIC REVIEW, Stanford Uni- 

versity, Room 220, Stanford, California; for information concerning other publications and activities 

of the Association, communicate with the Secretary-Treasurer, Dr. James Washington Bell, American 
ic Association, Northwestern University, Evanston, Illinois. Send for information 
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CUT 


for Marketing 


Research Tabulations 


In an emergency or for your regular requirements 
. . STATISTICAL provides the quick, practical way to 
get the marketing research tabulations you may need. 


This experienced organization has the facilities and man-power 
to handle every phase of the job quickly, accurately and at 
sensible cost. STATISTICAL can give you personal service on 
coding and editing, punching, verification, preparation of 
tables, tabulating, percentaging, and typing. And you 

don’t have to bother with hiring and training or 

es worry about equipment standing idle, overtime, etc. 


Find out today how this dependable service 
can save you time, trouble and money. Phone 
or write our nearest office for full details. 


STATISTICAL 
TABULATING COMPANY 


P ESTABLISHED 1933 © MICHAEL R. NOTARO, President 


CHICAGO 4, ILL., 53 W. Jackson Blvd., Phone HArrison 7-2700 
NEW YORK 4, N.Y., 89 Broad Street, Phone WHitehall 3-8383 
ST. LOUIS 1, MO., 411 North Tenth Street, Phone CHestnut 5284 
NEWARK 2, N.J., National Newark Bldg., Phone MArket 3-7636 
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PLAN NOW TO ATTEND THE... 


1952 


Winter Conference 


DECEMBER 27, 28 and 29 


PALMER HOUSE 


Come ready to... 
Hear about What's New in Marketing Today? 
Hear about new TECHNIQUES . . . 


aie techniques, non-directive interviews, group 
ynamics 


Hear about new PROBLEMS ... 


the pricing dilemma 


Hear about new CONCEPTS ... 
the theory of games 


WATCH FOR THE DETAILED PROGRAM AND YOUR REGISTRATION BLANK 
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MARKETING. Text and Cases 


By J. Tuomas Cannon and Jack A. Wicuert, Marketing Consultants. In Press 


Marketing is a new text specially designed to make the study of the subject interesting, challenging and 

profitable to all students. This is accomplished by introducing a new approach in the preparation of texts iE 
—the inclusion of an extensive discussion of the needed fundamentals plus a set of business cases which 7m 
give the student the opportunity to apply the things he has learned to actual market situations. a 


POPULATION AND ITS DISTRIBUTION. New 7th Edition 


J. WALTER THompson Company, Advertising Agency. 428 pages, $15.00 


As in previous editions this helpful book arranges facts and figures, compiled in the latest U. S. Census ree 
port, in a usable and convenient form. This volume reflects the shift in population and sales, designates im- 

portant markets and the areas they influence, provides complete figures for all towns over 500 population, 
lists retail establishments, includes detailed data and maps for every county in every state, and offers a wealth @ 
of other general information of practical use in business. 


BUSINESS STATISTICS 


By Joun R. Riccteman, Consulting Economist and Statistician, and Ira N, Frissee, University of Cali- 9 
fornia at Los Angeles. Third edition. 818 pages, $6.00 


Emphasizes the actual application of statistics to business problems. It is the aim throughout the book to 
lead the future businessman to appreciate the usefulness of statistical methods and to employ them in the 
practical problems of business. The book admirably bridges the gap between statistical methods and theif 
application to actual problems. 


PROBLEMS IN BUSINESS STATISTICS. A Students Manual Supplementing 
Business Statistics | 


By Joun R. RIccLEMAN. 95 pages, $2.50 


A major supplement in the form of a combination problem- -book and partial set of work materials, this book 
is suitable for both laboratory and assignment use. Most of the problems have been taken from, or based 
on; actual business problems and are representative of actual business applications. Provides excellent prac ae 
tice in performing common statistical tasks. : 


PRACTICAL SALES PSYCHOLOGY 
By A. and ELEANor C, 291 pages, $4.00 


A practical text on the technique of good sales psychology, this book defines a sale as a “meeting of minds gj 
in an atmosphere which encourages a buying. mood.” Throughout the text the authors emphasize the serv 
ice side of selling and provide many helpful tips and guides for inspiring a creating a friendly situation} 7 
building self-esteem, etc. ¢ 


Send for copies on approval 


McGRAW-HILL BOOK COMPANY, INC, 
330 WEST 42nd STREET, NEW YORK 36, N. Y. 
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